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 ﾠ
Abstract	 ﾠ
This	 ﾠpaper	 ﾠdraws	 ﾠlessons	 ﾠabout	 ﾠthe	 ﾠallocation	 ﾠof	 ﾠresources	 ﾠto	 ﾠresearch	 ﾠaimed	 ﾠat	 ﾠ
studying	 ﾠthe	 ﾠefficiency	 ﾠof	 ﾠconsumer	 ﾠdecision	 ﾠmaking	 ﾠin	 ﾠcomplex,	 ﾠfast-ﾭ‐moving	 ﾠ
markets.	 ﾠThese	 ﾠlessons	 ﾠemerged	 ﾠduring	 ﾠresearch	 ﾠinvolving	 ﾠa	 ﾠlarge-ﾭ‐sample	 ﾠ
survey	 ﾠof	 ﾠchoices	 ﾠof	 ﾠmobile	 ﾠphone	 ﾠservice	 ﾠplans	 ﾠby	 ﾠAustralian	 ﾠconsumers.	 ﾠIn	 ﾠthis	 ﾠ
kind	 ﾠof	 ﾠmarket,	 ﾠresearchers	 ﾠwill	 ﾠrun	 ﾠinto	 ﾠdifficulties	 ﾠin	 ﾠcollecting	 ﾠand	 ﾠevaluating	 ﾠ
data,	 ﾠand	 ﾠmarket	 ﾠconditions	 ﾠwill	 ﾠnot	 ﾠstand	 ﾠstill	 ﾠwhile	 ﾠthey	 ﾠaddress	 ﾠthese	 ﾠ
problems.	 ﾠIt	 ﾠis	 ﾠeven	 ﾠpossible	 ﾠthat	 ﾠwhat	 ﾠseems	 ﾠsuboptimal	 ﾠto	 ﾠresearchers	 ﾠwill	 ﾠ
sometimes	 ﾠactually	 ﾠbe	 ﾠhighly	 ﾠappropriate	 ﾠchoice	 ﾠfor	 ﾠconsumers.	 ﾠThe	 ﾠpaper	 ﾠ
concludes	 ﾠby	 ﾠadvocating	 ﾠthe	 ﾠuse	 ﾠof	 ﾠsimpler	 ﾠmethods	 ﾠto	 ﾠapproximate	 ﾠthe	 ﾠ
prevalence	 ﾠof	 ﾠdecision-ﾭ‐making	 ﾠinefficiency—such	 ﾠas	 ﾠcollaborative	 ﾠwork	 ﾠwith	 ﾠ
owners	 ﾠof	 ﾠwebsites	 ﾠthat	 ﾠtry	 ﾠto	 ﾠassist	 ﾠconsumers—as	 ﾠknowledge	 ﾠof	 ﾠoptimal	 ﾠ
choices	 ﾠis	 ﾠnot	 ﾠessential	 ﾠfor	 ﾠunderstanding	 ﾠthe	 ﾠsources	 ﾠof	 ﾠinefficiency	 ﾠor	 ﾠdevising	 ﾠ
methods	 ﾠby	 ﾠwhich	 ﾠbetter	 ﾠchoices	 ﾠmight	 ﾠbe	 ﾠmade.	 ﾠ
	 ﾠ
JEL	 ﾠclassification	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“Kiss	 ﾠTelecom	 ﾠis	 ﾠan	 ﾠexciting	 ﾠnew	 ﾠmobile	 ﾠphone	 ﾠcompany	 ﾠthat	 ﾠremoves	 ﾠthe	 ﾠ
confusion	 ﾠfrom	 ﾠtoday's	 ﾠmobile	 ﾠphone	 ﾠmarket.	 ﾠ…	 ﾠWe	 ﾠbelieve	 ﾠthat	 ﾠyou	 ﾠshouldn't	 ﾠ
need	 ﾠa	 ﾠUniversity	 ﾠdegree	 ﾠto	 ﾠchoose	 ﾠa	 ﾠmobile	 ﾠplan”	 ﾠ
(http://www.kisstelecom.com.au/,	 ﾠvisited	 ﾠ23	 ﾠSeptember	 ﾠ2011)	 ﾠ
	 ﾠ	 ﾠ
Introduction	 ﾠ
The	 ﾠrecent	 ﾠexplosion	 ﾠof	 ﾠinterest	 ﾠin	 ﾠbehavioural	 ﾠeconomics	 ﾠhas	 ﾠnot	 ﾠbeen	 ﾠ
accompanied	 ﾠby	 ﾠanalaysis	 ﾠof	 ﾠthe	 ﾠrelative	 ﾠcosts	 ﾠand	 ﾠbenefits	 ﾠof	 ﾠrival	 ﾠapproaches	 ﾠto	 ﾠ
studying	 ﾠhow	 ﾠpeople	 ﾠactually	 ﾠmake	 ﾠtheir	 ﾠdecisions	 ﾠand	 ﾠthe	 ﾠquality	 ﾠof	 ﾠthe	 ﾠ
decisions	 ﾠthey	 ﾠmake.	 ﾠBehaviour	 ﾠmay	 ﾠbe	 ﾠstudied	 ﾠin	 ﾠa	 ﾠvariety	 ﾠof	 ﾠways,	 ﾠsuch	 ﾠas:	 ﾠ
	 ﾠ
•  Large-ﾭ‐sample	 ﾠsurvey-ﾭ‐based	 ﾠinquiries;	 ﾠ
•  The	 ﾠelicitation	 ﾠand	 ﾠanalysis	 ﾠof	 ﾠverbal	 ﾠprotocols	 ﾠfrom	 ﾠsmall	 ﾠnumbers	 ﾠof	 ﾠ
subjects	 ﾠactually	 ﾠengaging	 ﾠin	 ﾠdecision	 ﾠmarking	 ﾠ(see	 ﾠEricsson	 ﾠand	 ﾠSimon,	 ﾠ
1993);	 ﾠ
•  Experimental	 ﾠapproaches,	 ﾠin	 ﾠthe	 ﾠfield	 ﾠor	 ﾠlaboratory;	 ﾠ
•  The	 ﾠethnographic/anthropological	 ﾠapproach	 ﾠof	 ﾠextended	 ﾠobservations	 ﾠ
and/or	 ﾠclose-ﾭ‐up	 ﾠinteractions	 ﾠ(see	 ﾠLavoie,	 ﾠ1990).	 ﾠ	 ﾠ
	 ﾠ
Some	 ﾠmethods	 ﾠmay	 ﾠbe	 ﾠmore	 ﾠappropriate	 ﾠfor	 ﾠsome	 ﾠkinds	 ﾠof	 ﾠmarket	 ﾠcontext	 ﾠthan	 ﾠ
for	 ﾠothers,	 ﾠso	 ﾠfunding	 ﾠagencies	 ﾠand	 ﾠresearchers	 ﾠneed	 ﾠto	 ﾠensure	 ﾠthat	 ﾠprojects	 ﾠ
attempting	 ﾠto	 ﾠunderstand	 ﾠbehaviour	 ﾠin	 ﾠa	 ﾠparticular	 ﾠcontext	 ﾠare	 ﾠbuilt	 ﾠaround	 ﾠthe	 ﾠ
appropriate	 ﾠmethod	 ﾠor	 ﾠmethods.	 ﾠThis	 ﾠpaper	 ﾠaims	 ﾠto	 ﾠcontribute	 ﾠto	 ﾠbetter	 ﾠ
matching	 ﾠbetween	 ﾠcontexts	 ﾠand	 ﾠmethods	 ﾠof	 ﾠbehavioural	 ﾠresearch	 ﾠby	 ﾠhighlighting	 ﾠ
the	 ﾠchallenges	 ﾠinvolved	 ﾠin	 ﾠmaking	 ﾠa	 ﾠlarge-ﾭ‐sample	 ﾠsurvey-ﾭ‐based	 ﾠstudy	 ﾠwork	 ﾠin	 ﾠa	 ﾠ	 ﾠ 2	 ﾠ
complex	 ﾠand	 ﾠfast-ﾭ‐moving	 ﾠcontext.	 ﾠTo	 ﾠillustrate	 ﾠthe	 ﾠkey	 ﾠissues,	 ﾠwe	 ﾠshare	 ﾠour	 ﾠ
experiences	 ﾠfrom	 ﾠresearch	 ﾠon	 ﾠthe	 ﾠAustralian	 ﾠmarket	 ﾠfor	 ﾠmobile	 ﾠ(cell)	 ﾠphone	 ﾠ
connection	 ﾠservices.	 ﾠ
The	 ﾠchoice	 ﾠbetween	 ﾠmobile	 ﾠphone	 ﾠconnection	 ﾠplans	 ﾠpresents	 ﾠconsumers	 ﾠ
with	 ﾠchallenges	 ﾠthat	 ﾠdo	 ﾠnot	 ﾠexist	 ﾠin	 ﾠthe	 ﾠsimple,	 ﾠstatic	 ﾠ‘apples	 ﾠversus	 ﾠoranges’	 ﾠ
examples	 ﾠthat	 ﾠeconomists	 ﾠuse	 ﾠwhen	 ﾠintroducing	 ﾠthe	 ﾠtheory	 ﾠof	 ﾠrational	 ﾠchoice	 ﾠto	 ﾠ
their	 ﾠstudents.	 ﾠIn	 ﾠAustralia,	 ﾠat	 ﾠthe	 ﾠend	 ﾠof	 ﾠ2010,	 ﾠconsumers	 ﾠfaced	 ﾠchoices	 ﾠbetween	 ﾠ
398	 ﾠpost-ﾭ‐paid	 ﾠplans	 ﾠ(459	 ﾠincluding	 ﾠbundled	 ﾠplans)	 ﾠand	 ﾠ423	 ﾠpre-ﾭ‐paid	 ﾠplans	 ﾠ
offered	 ﾠby	 ﾠ52	 ﾠproviders.	 ﾠMany	 ﾠof	 ﾠthese	 ﾠplans	 ﾠentailed	 ﾠextensive	 ﾠlegalistic	 ﾠ‘fine	 ﾠ
print’.	 ﾠA	 ﾠstudy	 ﾠby	 ﾠHarrison	 ﾠet	 ﾠal.	 ﾠ(2011)	 ﾠhas	 ﾠshown	 ﾠhow	 ﾠconsumers	 ﾠin	 ﾠthis	 ﾠsector	 ﾠ
find	 ﾠthe	 ﾠprocess	 ﾠof	 ﾠchoosing	 ﾠto	 ﾠbe	 ﾠboth	 ﾠexhausting	 ﾠand	 ﾠdistressing;	 ﾠit	 ﾠis	 ﾠa	 ﾠcause	 ﾠof	 ﾠ
fear	 ﾠand	 ﾠdread.	 ﾠDisappointment	 ﾠis	 ﾠcommon:	 ﾠin	 ﾠeach	 ﾠof	 ﾠthe	 ﾠfinancial	 ﾠyears	 ﾠfrom	 ﾠ
2008–9	 ﾠthrough	 ﾠto	 ﾠ2010–11,	 ﾠAustralia’s	 ﾠTelecommunications	 ﾠIndustry	 ﾠ
Ombudsman	 ﾠ(TIO)	 ﾠreceived	 ﾠwell	 ﾠover	 ﾠ100,000	 ﾠcomplaints	 ﾠabout	 ﾠmobile	 ﾠphone	 ﾠ
services	 ﾠ(TIO,	 ﾠ2011,	 ﾠXavier,	 ﾠ2011).	 ﾠ	 ﾠ
In	 ﾠa	 ﾠreport	 ﾠcommissioned	 ﾠby	 ﾠthe	 ﾠAustralian	 ﾠCommunications	 ﾠand	 ﾠMedia	 ﾠ
Authority,	 ﾠXavier	 ﾠ(2011)	 ﾠused	 ﾠbehavioural	 ﾠeconomics	 ﾠto	 ﾠexplain	 ﾠin	 ﾠtheoretical	 ﾠ
terms	 ﾠwhy	 ﾠconsumers	 ﾠfind	 ﾠthis	 ﾠsector	 ﾠso	 ﾠproblematic.	 ﾠHowever,	 ﾠdespite	 ﾠthe	 ﾠ
extent	 ﾠof	 ﾠconsumer	 ﾠdissatisfaction	 ﾠand	 ﾠthe	 ﾠpossibility	 ﾠthat	 ﾠproviders	 ﾠare	 ﾠ
engaging	 ﾠin	 ﾠa	 ﾠ‘confusopoly’	 ﾠstrategy	 ﾠvia	 ﾠproduct	 ﾠproliferation	 ﾠand	 ﾠthe	 ﾠcomplexity	 ﾠ
of	 ﾠtheir	 ﾠoffers,	 ﾠthe	 ﾠextent	 ﾠto	 ﾠwhich	 ﾠconsumer	 ﾠchoices	 ﾠare	 ﾠsuboptimal	 ﾠin	 ﾠthis	 ﾠ
context	 ﾠremains	 ﾠan	 ﾠopen	 ﾠquestion.	 ﾠIf	 ﾠconsumers	 ﾠare	 ﾠmaking	 ﾠsignificant	 ﾠmistakes	 ﾠ
in	 ﾠthis	 ﾠmarket,	 ﾠthere	 ﾠis	 ﾠalso	 ﾠthe	 ﾠquestion	 ﾠof	 ﾠwhat	 ﾠkinds	 ﾠof	 ﾠpolicies	 ﾠmight	 ﾠenhance	 ﾠ
their	 ﾠwelfare.	 ﾠ	 ﾠ	 ﾠ 3	 ﾠ
We	 ﾠsought	 ﾠto	 ﾠanswer	 ﾠthese	 ﾠquestions	 ﾠvia	 ﾠa	 ﾠmultiple	 ﾠmethods	 ﾠproject	 ﾠ
funded	 ﾠby	 ﾠan	 ﾠAustralian	 ﾠResearch	 ﾠCouncil	 ﾠDiscovery	 ﾠGrant.1	 ﾠClearly,	 ﾠif	 ﾠone	 ﾠis	 ﾠ
concerned	 ﾠwith	 ﾠconsumer	 ﾠwelfare,	 ﾠthis	 ﾠis	 ﾠa	 ﾠcontext	 ﾠin	 ﾠwhich	 ﾠthere	 ﾠis	 ﾠa	 ﾠstrong	 ﾠ
case	 ﾠfor	 ﾠtaking	 ﾠsome	 ﾠkind	 ﾠof	 ﾠbehavioural	 ﾠapproach	 ﾠto	 ﾠstudying	 ﾠhow	 ﾠconsumers	 ﾠ
try	 ﾠto	 ﾠcope	 ﾠand	 ﾠhow	 ﾠsuccessful	 ﾠthey	 ﾠare.	 ﾠBut	 ﾠthe	 ﾠquestion	 ﾠof	 ﾠthe	 ﾠrelative	 ﾠ
efficiency	 ﾠof	 ﾠalternative	 ﾠresearch	 ﾠmethods	 ﾠin	 ﾠthis	 ﾠkind	 ﾠof	 ﾠcontext	 ﾠalso	 ﾠneeded	 ﾠto	 ﾠ
be	 ﾠaddressed	 ﾠand	 ﾠthat	 ﾠis	 ﾠwhy	 ﾠwe	 ﾠopted	 ﾠfor	 ﾠa	 ﾠmultiple	 ﾠmethods	 ﾠstrategy.	 ﾠThe	 ﾠ
project’s	 ﾠfirst	 ﾠphase	 ﾠentailed	 ﾠa	 ﾠlarge-ﾭ‐sample	 ﾠsurvey	 ﾠof	 ﾠmobile	 ﾠphone	 ﾠusers	 ﾠalong	 ﾠ
with	 ﾠthe	 ﾠconstruction	 ﾠand	 ﾠprogramming	 ﾠof	 ﾠa	 ﾠspreadsheet	 ﾠthat	 ﾠincluded	 ﾠdetails	 ﾠof	 ﾠ
all	 ﾠthe	 ﾠavailable	 ﾠplans.	 ﾠThe	 ﾠspreadsheet	 ﾠwas	 ﾠdeveloped	 ﾠto	 ﾠmake	 ﾠit	 ﾠpossible	 ﾠto	 ﾠ
compare	 ﾠeach	 ﾠsurvey	 ﾠrespondent’s	 ﾠcosts	 ﾠwhen	 ﾠusing	 ﾠtheir	 ﾠchosen	 ﾠservice	 ﾠplans	 ﾠ
versus	 ﾠthe	 ﾠcosts	 ﾠfor	 ﾠthe	 ﾠbest	 ﾠplan	 ﾠthat	 ﾠmatches	 ﾠtheir	 ﾠusage	 ﾠprofiles.	 ﾠLater	 ﾠphases	 ﾠ
involve	 ﾠprotocol	 ﾠanalysis	 ﾠand	 ﾠextensive	 ﾠuse	 ﾠof	 ﾠexperimental	 ﾠeconomics	 ﾠto	 ﾠstudy	 ﾠ
how	 ﾠconsumers	 ﾠmake	 ﾠtheir	 ﾠchoices	 ﾠand	 ﾠhow	 ﾠdifferent	 ﾠinformation	 ﾠenvironments	 ﾠ
affect	 ﾠthe	 ﾠaccuracy	 ﾠof	 ﾠtheir	 ﾠchoices.	 ﾠ
This	 ﾠpaper	 ﾠfocuses	 ﾠpurely	 ﾠon	 ﾠmethodological	 ﾠissues	 ﾠand	 ﾠdoes	 ﾠnot	 ﾠreport	 ﾠ
what	 ﾠwe	 ﾠfound	 ﾠin	 ﾠthe	 ﾠproject’s	 ﾠfirst	 ﾠphase	 ﾠregarding	 ﾠthe	 ﾠquality	 ﾠof	 ﾠchoices	 ﾠin	 ﾠthis	 ﾠ
context.	 ﾠ(For	 ﾠdetails	 ﾠof	 ﾠwhere	 ﾠthe	 ﾠresulted	 ﾠare	 ﾠpublished,	 ﾠsee	 ﾠthe	 ﾠproject’s	 ﾠ
website	 ﾠat	 ﾠhttp://mobilechoice.economics.uq.edu.au/.)	 ﾠIt	 ﾠis	 ﾠstructured	 ﾠas	 ﾠ
follows.	 ﾠSection	 ﾠ1	 ﾠexamines	 ﾠhow	 ﾠbehavioural	 ﾠwelfare	 ﾠeconomics	 ﾠdiffers	 ﾠfrom	 ﾠthe	 ﾠ
traditional	 ﾠapproach	 ﾠto	 ﾠwelfare	 ﾠeconomics.	 ﾠSection	 ﾠ2	 ﾠconsiders	 ﾠhow	 ﾠnon-ﾭ‐price	 ﾠ
aspects	 ﾠof	 ﾠproducts	 ﾠcomplicate	 ﾠthe	 ﾠresearcher’s	 ﾠtask.	 ﾠSection	 ﾠ3	 ﾠshows	 ﾠhow	 ﾠ
factors	 ﾠother	 ﾠthan	 ﾠthe	 ﾠresearch	 ﾠbudget	 ﾠpresented	 ﾠbarriers	 ﾠto	 ﾠgathering	 ﾠ
	 ﾠ	 ﾠ	 ﾠ	 ﾠ	 ﾠ	 ﾠ	 ﾠ	 ﾠ	 ﾠ	 ﾠ	 ﾠ	 ﾠ	 ﾠ	 ﾠ	 ﾠ	 ﾠ	 ﾠ	 ﾠ	 ﾠ	 ﾠ	 ﾠ	 ﾠ	 ﾠ	 ﾠ	 ﾠ	 ﾠ	 ﾠ	 ﾠ	 ﾠ	 ﾠ	 ﾠ	 ﾠ	 ﾠ	 ﾠ	 ﾠ	 ﾠ	 ﾠ	 ﾠ	 ﾠ	 ﾠ	 ﾠ	 ﾠ	 ﾠ	 ﾠ	 ﾠ	 ﾠ	 ﾠ	 ﾠ	 ﾠ	 ﾠ	 ﾠ	 ﾠ	 ﾠ	 ﾠ	 ﾠ	 ﾠ
1	 ﾠ	 ﾠ DP1093840	 ﾠ(2010–2013)	 ﾠ‘A	 ﾠstudy	 ﾠof	 ﾠconsumers'	 ﾠcompetence	 ﾠwhen	 ﾠchoosing	 ﾠ
between	 ﾠcomplex	 ﾠmobile	 ﾠphone	 ﾠcontracts	 ﾠand	 ﾠthe	 ﾠregulatory	 ﾠimplications	 ﾠof	 ﾠ
their	 ﾠcoping	 ﾠstrategies’	 ﾠ	 ﾠ 4	 ﾠ
information	 ﾠabout	 ﾠbehaviour,	 ﾠwhile	 ﾠsection	 ﾠ4	 ﾠreveals	 ﾠsome	 ﾠof	 ﾠthe	 ﾠchallenges	 ﾠ
faced	 ﾠby	 ﾠthe	 ﾠresearchers	 ﾠwhen	 ﾠgathering	 ﾠdata	 ﾠabout	 ﾠmobile	 ﾠphone	 ﾠservice	 ﾠ
products.	 ﾠSection	 ﾠ5	 ﾠshows	 ﾠhow	 ﾠour	 ﾠability	 ﾠto	 ﾠcalculate	 ﾠoptimal	 ﾠchoices	 ﾠwas	 ﾠ
compromised	 ﾠby	 ﾠthe	 ﾠSchumpeterian	 ﾠcompetitive	 ﾠprocesses	 ﾠat	 ﾠwork	 ﾠin	 ﾠthe	 ﾠ
market.	 ﾠSection	 ﾠ6	 ﾠconsiders	 ﾠsimplifications	 ﾠthat	 ﾠwere	 ﾠnecessary	 ﾠto	 ﾠmake	 ﾠthe	 ﾠ
calculating	 ﾠspreadsheet	 ﾠwork	 ﾠand	 ﾠthe	 ﾠdifficulties	 ﾠentailed	 ﾠin	 ﾠknowing	 ﾠwhether	 ﾠit	 ﾠ
had	 ﾠbeen	 ﾠprogrammed	 ﾠcorrectly.	 ﾠSection	 ﾠ7	 ﾠoffers	 ﾠconcluding	 ﾠreflections.	 ﾠ
	 ﾠ
1.	 ﾠ Behavioural	 ﾠwelfare	 ﾠeconomics	 ﾠ
Prior	 ﾠto	 ﾠthe	 ﾠemergence	 ﾠof	 ﾠbehavioural	 ﾠeconomics,	 ﾠwelfare	 ﾠeconomists	 ﾠfocused	 ﾠon	 ﾠ
the	 ﾠconsequences	 ﾠof	 ﾠmismatches	 ﾠbetween	 ﾠactual	 ﾠprices	 ﾠand	 ﾠshadow	 ﾠprices	 ﾠ(i.e.,	 ﾠ
prices	 ﾠthat	 ﾠproperly	 ﾠreflected	 ﾠopportunity	 ﾠcosts).	 ﾠThis	 ﾠenabled	 ﾠthem	 ﾠto	 ﾠanalyse	 ﾠ
the	 ﾠdistribution	 ﾠof	 ﾠconsumer	 ﾠand	 ﾠproducer	 ﾠsurplus	 ﾠand	 ﾠthe	 ﾠextent	 ﾠof	 ﾠdeadweight	 ﾠ
losses.	 ﾠWelfare	 ﾠeconomists	 ﾠassumed	 ﾠthat	 ﾠconsumers	 ﾠand	 ﾠproducers	 ﾠwere	 ﾠacting	 ﾠ
optimally	 ﾠin	 ﾠthe	 ﾠsituations	 ﾠthey	 ﾠfaced.	 ﾠHowever,	 ﾠin	 ﾠ1966	 ﾠHarvey	 ﾠLeibenstein	 ﾠ
raised	 ﾠthe	 ﾠpossibility	 ﾠthat	 ﾠconsumers	 ﾠfare	 ﾠless	 ﾠwell	 ﾠthan	 ﾠthey	 ﾠmight	 ﾠhave	 ﾠdone	 ﾠ
because	 ﾠfirms	 ﾠdeliver	 ﾠless	 ﾠvalue	 ﾠfor	 ﾠmoney	 ﾠthan	 ﾠwould	 ﾠhave	 ﾠbeen	 ﾠpossible	 ﾠhad	 ﾠ
they	 ﾠbeen	 ﾠbetter	 ﾠmanaged	 ﾠand	 ﾠmore	 ﾠaware	 ﾠof	 ﾠtechnological	 ﾠpossibilities.	 ﾠHe	 ﾠ
called	 ﾠthis	 ﾠproblem	 ﾠ‘X-ﾭ‐inefficiency’,	 ﾠemphasizing	 ﾠthat,	 ﾠif	 ﾠcosts	 ﾠwere	 ﾠhigher	 ﾠthan	 ﾠ
they	 ﾠneeded	 ﾠto	 ﾠbe,	 ﾠeconomists	 ﾠhad	 ﾠprobably	 ﾠbeen	 ﾠunderestimating	 ﾠthe	 ﾠ
deadweight	 ﾠlosses	 ﾠ(‘allocative	 ﾠinefficiency’)	 ﾠthat	 ﾠresulted	 ﾠfrom	 ﾠmonopolistic	 ﾠ
prices	 ﾠdistortions.	 ﾠHowever,	 ﾠlike	 ﾠother	 ﾠleading	 ﾠlights	 ﾠin	 ﾠthe	 ﾠinitial	 ﾠwave	 ﾠof	 ﾠ
behavioural	 ﾠeconomists	 ﾠsuch	 ﾠas	 ﾠSimon	 ﾠ(1957,	 ﾠ1959)	 ﾠand	 ﾠCyert	 ﾠand	 ﾠMarch	 ﾠ
(1963),	 ﾠLeibenstein	 ﾠfocused	 ﾠon	 ﾠchoices	 ﾠwithin	 ﾠorganizations.	 ﾠHe	 ﾠdid	 ﾠnot	 ﾠextend	 ﾠ
his	 ﾠargument	 ﾠto	 ﾠtake	 ﾠaccount	 ﾠof	 ﾠthe	 ﾠpossibility	 ﾠthat	 ﾠconsumers,	 ﾠtoo,	 ﾠcould	 ﾠbe	 ﾠ	 ﾠ 5	 ﾠ
using	 ﾠsuboptimal	 ﾠdecision-ﾭ‐making	 ﾠmethods	 ﾠthat	 ﾠcaused	 ﾠthem	 ﾠto	 ﾠfail	 ﾠto	 ﾠswitch	 ﾠto	 ﾠ
cheaper	 ﾠsuppliers.	 ﾠTheir	 ﾠinertia	 ﾠcould	 ﾠaccount	 ﾠfor	 ﾠpersistent	 ﾠpricing	 ﾠdispersions	 ﾠ
and	 ﾠenable	 ﾠsome	 ﾠfirms	 ﾠto	 ﾠmaintain	 ﾠprices	 ﾠwell	 ﾠabove	 ﾠthose	 ﾠto	 ﾠbe	 ﾠexpected	 ﾠin	 ﾠa	 ﾠ
competitive	 ﾠmarket.	 ﾠ
It	 ﾠwas	 ﾠonly	 ﾠwith	 ﾠthe	 ﾠnew	 ﾠwave	 ﾠof	 ﾠbehavioural	 ﾠeconomics,	 ﾠled	 ﾠby	 ﾠThaler	 ﾠ
(1980)	 ﾠand	 ﾠinspired	 ﾠby	 ﾠthe	 ﾠwork	 ﾠon	 ﾠheuristics	 ﾠand	 ﾠbiases	 ﾠby	 ﾠpsychologists	 ﾠsuch	 ﾠ
as	 ﾠKahnemen	 ﾠand	 ﾠTversky	 ﾠ(1979;	 ﾠalso	 ﾠKahneman,	 ﾠSlovic	 ﾠand	 ﾠTversky,	 ﾠeds,	 ﾠ
1982),	 ﾠthat	 ﾠthe	 ﾠissue	 ﾠof	 ﾠconsumer	 ﾠcompetence	 ﾠbegan	 ﾠto	 ﾠreceive	 ﾠsignificant	 ﾠ
attention	 ﾠwithin	 ﾠeconomics	 ﾠ(Sent,	 ﾠ2004).	 ﾠHowever,	 ﾠit	 ﾠwas	 ﾠsatirist	 ﾠScott	 ﾠAdams	 ﾠ
(1997)	 ﾠwho	 ﾠcoined	 ﾠthe	 ﾠterm	 ﾠ‘confusopoly’,	 ﾠacknowledging	 ﾠthe	 ﾠtrouble	 ﾠthat	 ﾠ
modern	 ﾠconsumers	 ﾠhave	 ﾠdealing	 ﾠwith	 ﾠan	 ﾠabundance	 ﾠof	 ﾠchoice	 ﾠdeviously	 ﾠcreated	 ﾠ
by	 ﾠsuppliers.	 ﾠLawyers	 ﾠHanson	 ﾠand	 ﾠKysar	 ﾠ(1999a,	 ﾠ1999b)	 ﾠthen	 ﾠraised	 ﾠa	 ﾠmajor	 ﾠ
welfare	 ﾠimplication	 ﾠof	 ﾠthe	 ﾠheuristics	 ﾠand	 ﾠbiases	 ﾠliterature,	 ﾠnamely,	 ﾠthe	 ﾠpossibility	 ﾠ
that	 ﾠfirms	 ﾠmight	 ﾠbe	 ﾠable	 ﾠto	 ﾠdevise	 ﾠstrategies	 ﾠto	 ﾠmanipulate	 ﾠconsumer	 ﾠchoices	 ﾠby	 ﾠ
exploiting	 ﾠthese	 ﾠincreasingly	 ﾠwidely-ﾭ‐known	 ﾠshortcomings	 ﾠof	 ﾠconsumer	 ﾠdecision-ﾭ‐
making	 ﾠprocesses.	 ﾠThough	 ﾠseemingly	 ﾠlargely	 ﾠunaware	 ﾠof	 ﾠthis	 ﾠliterature,	 ﾠ
industrial	 ﾠeconomists	 ﾠ(notably	 ﾠWaterson,	 ﾠ2003)	 ﾠstarted	 ﾠto	 ﾠsense	 ﾠthat	 ﾠit	 ﾠwas	 ﾠa	 ﾠ
mistake	 ﾠto	 ﾠapproach	 ﾠcompetition	 ﾠpolicy	 ﾠby	 ﾠstudying	 ﾠonly	 ﾠwhat	 ﾠfirms	 ﾠwere	 ﾠdoing	 ﾠ
rather	 ﾠthan	 ﾠalso	 ﾠseeking	 ﾠto	 ﾠunderstand	 ﾠhow	 ﾠconsumers	 ﾠreached	 ﾠtheir	 ﾠdecisions.	 ﾠ
These	 ﾠthemes	 ﾠwere	 ﾠbrought	 ﾠtogether	 ﾠin	 ﾠEarl’s	 ﾠ(2007)	 ﾠcontribution	 ﾠto	 ﾠa	 ﾠ
memorial	 ﾠvolume	 ﾠfor	 ﾠLeibenstein	 ﾠin	 ﾠwhich	 ﾠhe	 ﾠargued	 ﾠthe	 ﾠcase	 ﾠfor	 ﾠrecognizing	 ﾠthe	 ﾠ
X-ﾭ‐inefficiency	 ﾠof	 ﾠconsumers	 ﾠas	 ﾠwell	 ﾠas	 ﾠof	 ﾠfirms.	 ﾠHowever,	 ﾠunlike	 ﾠthe	 ﾠnew	 ﾠwave	 ﾠof	 ﾠ
behavioural	 ﾠeconomists	 ﾠwho	 ﾠfocus	 ﾠon	 ﾠdistorted	 ﾠperceptions	 ﾠand	 ﾠpreferences	 ﾠas	 ﾠ
causes	 ﾠof	 ﾠdepartures	 ﾠfrom	 ﾠrationality,	 ﾠEarl	 ﾠalso	 ﾠrecognized	 ﾠa	 ﾠkey	 ﾠimplication	 ﾠof	 ﾠ
the	 ﾠuse	 ﾠof	 ﾠsimple	 ﾠdecision	 ﾠrules	 ﾠfor	 ﾠcoping	 ﾠwith	 ﾠsituations	 ﾠof	 ﾠbounded	 ﾠrationality:	 ﾠ	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some	 ﾠsimple	 ﾠrules	 ﾠmay	 ﾠactually	 ﾠbe	 ﾠvery	 ﾠefficient	 ﾠdevices	 ﾠfor	 ﾠtaking	 ﾠdecisions.	 ﾠ
This	 ﾠidea	 ﾠhad	 ﾠbeen	 ﾠproposed	 ﾠby	 ﾠWinter	 ﾠ(1964)	 ﾠin	 ﾠthe	 ﾠold	 ﾠwave	 ﾠof	 ﾠbehavioural	 ﾠ
writings	 ﾠon	 ﾠbusiness	 ﾠbehaviour	 ﾠand	 ﾠhad	 ﾠbeen	 ﾠreinvented	 ﾠin	 ﾠthe	 ﾠcontext	 ﾠof	 ﾠ
consumer	 ﾠbehaviour	 ﾠby	 ﾠGigerenzer	 ﾠand	 ﾠGoldstein	 ﾠ(1996).	 ﾠIt	 ﾠimplies	 ﾠthat	 ﾠ
economists	 ﾠshould	 ﾠnot	 ﾠjump	 ﾠto	 ﾠa	 ﾠpriori	 ﾠconclusions	 ﾠabout	 ﾠhow	 ﾠwell	 ﾠconsumers	 ﾠ
may	 ﾠbe	 ﾠfaring	 ﾠwithin	 ﾠthe	 ﾠparticular	 ﾠmarket	 ﾠcontext.	 ﾠ	 ﾠ
On	 ﾠthe	 ﾠone	 ﾠhand,	 ﾠconsumers	 ﾠwho	 ﾠface	 ﾠcomplicated,	 ﾠdynamic,	 ﾠinformation-ﾭ‐
rich	 ﾠdecision	 ﾠenvironments	 ﾠand	 ﾠwhose	 ﾠdecision	 ﾠmaking	 ﾠis	 ﾠconstrained	 ﾠby	 ﾠ
shortages	 ﾠof	 ﾠtime	 ﾠand	 ﾠfinite	 ﾠcognitive	 ﾠcapacities	 ﾠseem	 ﾠlikely	 ﾠto	 ﾠmake	 ﾠmistakes	 ﾠin	 ﾠ
gathering	 ﾠand	 ﾠprocessing	 ﾠinformation.	 ﾠMuch	 ﾠmay	 ﾠgo	 ﾠwrong:	 ﾠ	 ﾠ
	 ﾠ
•  Their	 ﾠsearch	 ﾠstrategies	 ﾠmay	 ﾠleave	 ﾠthem	 ﾠcompletely	 ﾠunaware	 ﾠof	 ﾠsuperior	 ﾠ
products.	 ﾠ	 ﾠ
•  They	 ﾠmay	 ﾠhave	 ﾠtrouble	 ﾠmaking	 ﾠsense	 ﾠof	 ﾠwhat	 ﾠthe	 ﾠproducts	 ﾠoffer,	 ﾠor	 ﾠthe	 ﾠ
meaning	 ﾠof	 ﾠthe	 ﾠ‘fine	 ﾠprint’	 ﾠassociated	 ﾠwith	 ﾠparticular	 ﾠdeals.	 ﾠ	 ﾠ
•  They	 ﾠmay	 ﾠexperience	 ﾠproblems	 ﾠin	 ﾠaggregating	 ﾠinformation	 ﾠabout	 ﾠ
different	 ﾠcharacteristics	 ﾠof	 ﾠproducts	 ﾠto	 ﾠcompute	 ﾠoverall	 ﾠvalues	 ﾠfor	 ﾠeach	 ﾠof	 ﾠ
their	 ﾠoptions	 ﾠand	 ﾠend	 ﾠup	 ﾠusing	 ﾠsimplifying,	 ﾠnon-ﾭ‐compensatory	 ﾠdecision	 ﾠ
rules	 ﾠthat	 ﾠmay	 ﾠproduce	 ﾠintransitive	 ﾠrankings	 ﾠ(Tversky,	 ﾠ1969).	 ﾠ	 ﾠ
•  Their	 ﾠfinite	 ﾠshort-ﾭ‐term	 ﾠmemory	 ﾠcapacity	 ﾠmay	 ﾠlimit	 ﾠthe	 ﾠnumber	 ﾠof	 ﾠthings	 ﾠ
that	 ﾠthey	 ﾠcan	 ﾠkeep	 ﾠin	 ﾠmind	 ﾠwhilst	 ﾠchoosing—according	 ﾠto	 ﾠMiller	 ﾠ(1956),	 ﾠ
the	 ﾠtypical	 ﾠnumber	 ﾠis	 ﾠseven,	 ﾠplus	 ﾠor	 ﾠminus	 ﾠtwo.	 ﾠ
•  Their	 ﾠcognitive	 ﾠprocesses	 ﾠgenerally	 ﾠmay	 ﾠbe	 ﾠprey	 ﾠto	 ﾠa	 ﾠlarge	 ﾠnumber	 ﾠof	 ﾠ
dysfunctional	 ﾠheuristics	 ﾠand	 ﾠbiases.	 ﾠ	 ﾠ	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•  If	 ﾠthey	 ﾠtry	 ﾠto	 ﾠoutsource	 ﾠtheir	 ﾠchoices,	 ﾠit	 ﾠmay	 ﾠsimply	 ﾠbe	 ﾠa	 ﾠcase	 ﾠof	 ﾠ‘the	 ﾠblind	 ﾠ
leading	 ﾠthe	 ﾠblind’.	 ﾠ
	 ﾠ
On	 ﾠthe	 ﾠother	 ﾠhand,	 ﾠhowever,	 ﾠthe	 ﾠscale	 ﾠof	 ﾠtheir	 ﾠerrors	 ﾠmight	 ﾠactually	 ﾠbe	 ﾠfar	 ﾠless	 ﾠ
than	 ﾠwe	 ﾠmight	 ﾠexpect	 ﾠafter	 ﾠreflecting	 ﾠon	 ﾠpossible	 ﾠsources	 ﾠof	 ﾠbounded	 ﾠrationality.	 ﾠ
It	 ﾠis	 ﾠnot	 ﾠsimply	 ﾠthat	 ﾠconsumers	 ﾠmight	 ﾠemploy	 ﾠ‘fast	 ﾠand	 ﾠfrugal	 ﾠdecision	 ﾠrules’	 ﾠ
(Gigerenzer	 ﾠand	 ﾠGoldstein,	 ﾠ1996;	 ﾠGigerenzer,	 ﾠTodd	 ﾠand	 ﾠthe	 ﾠABC	 ﾠResearch	 ﾠGroup,	 ﾠ
1999).	 ﾠThey	 ﾠmight	 ﾠalso	 ﾠmake	 ﾠuse	 ﾠof	 ﾠa	 ﾠrelatively	 ﾠefficient	 ﾠ‘market	 ﾠfor	 ﾠpreferences’	 ﾠ
(Earl	 ﾠand	 ﾠPotts,	 ﾠ2004)	 ﾠby	 ﾠincurring	 ﾠthe	 ﾠcosts	 ﾠof	 ﾠcalling	 ﾠupon	 ﾠexpert	 ﾠinputs	 ﾠfrom	 ﾠ
their	 ﾠsocial	 ﾠnetworks	 ﾠor	 ﾠmarket	 ﾠinstitutions	 ﾠsuch	 ﾠas	 ﾠwebsites	 ﾠthat	 ﾠenable	 ﾠthem	 ﾠto	 ﾠ
discover	 ﾠand	 ﾠcompare	 ﾠrival	 ﾠproducts.	 ﾠSome	 ﾠconsumers	 ﾠmight	 ﾠeven	 ﾠhave	 ﾠread	 ﾠ
popular	 ﾠ‘self	 ﾠimprovement’	 ﾠbooks	 ﾠon	 ﾠhow	 ﾠto	 ﾠavoid	 ﾠdecision	 ﾠerrors	 ﾠ(such	 ﾠas	 ﾠthose	 ﾠ
by	 ﾠBelsky	 ﾠand	 ﾠGilovich	 ﾠ(1999)	 ﾠand	 ﾠGigerenzer	 ﾠ(2002))	 ﾠand	 ﾠmake	 ﾠuse	 ﾠof	 ﾠadvice	 ﾠ
contained	 ﾠtherein.	 ﾠ	 ﾠ
Given	 ﾠthe	 ﾠlatter	 ﾠpossibilities,	 ﾠit	 ﾠmight	 ﾠeven	 ﾠbe	 ﾠthe	 ﾠcase	 ﾠthat	 ﾠconsumers	 ﾠ
typically	 ﾠdo	 ﾠnot	 ﾠdisplay	 ﾠsignificant	 ﾠX-ﾭ‐inefficiency	 ﾠand	 ﾠthat,	 ﾠeven	 ﾠthough	 ﾠthey	 ﾠdo	 ﾠ
not	 ﾠactually	 ﾠchoose	 ﾠin	 ﾠthe	 ﾠmanner	 ﾠenvisaged	 ﾠin	 ﾠrational	 ﾠchoice	 ﾠtheory,	 ﾠthey	 ﾠ
behave	 ﾠpretty	 ﾠmuch	 ﾠ‘as	 ﾠif’	 ﾠthey	 ﾠare	 ﾠacting	 ﾠwith	 ﾠglobal	 ﾠrationality	 ﾠ(cf.	 ﾠFriedman,	 ﾠ
1953)	 ﾠand	 ﾠhence	 ﾠdo	 ﾠnot	 ﾠneed	 ﾠto	 ﾠbe	 ﾠprotected	 ﾠby	 ﾠregulatory	 ﾠauthorities.	 ﾠThis	 ﾠ
could	 ﾠapply	 ﾠeven	 ﾠin	 ﾠcontexts	 ﾠwhere	 ﾠconsumers	 ﾠexpress	 ﾠfrustration	 ﾠabout	 ﾠtheir	 ﾠ
choice	 ﾠexperiences	 ﾠand	 ﾠfind	 ﾠthe	 ﾠstrategies	 ﾠof	 ﾠsuppliers	 ﾠexasperating.	 ﾠBut,	 ﾠthen	 ﾠ
again,	 ﾠconsumption	 ﾠX-ﾭ‐inefficiency	 ﾠmight	 ﾠbe	 ﾠsignificant	 ﾠand	 ﾠthe	 ﾠpessimism	 ﾠof	 ﾠ
Hanson	 ﾠand	 ﾠKysar	 ﾠmight	 ﾠbe	 ﾠjustified.	 ﾠTo	 ﾠmake	 ﾠpronouncements	 ﾠabout	 ﾠconsumer	 ﾠ
welfare	 ﾠand	 ﾠuncover	 ﾠpolicy	 ﾠimplications	 ﾠin	 ﾠa	 ﾠparticular	 ﾠcontext,	 ﾠwe	 ﾠmust	 ﾠ	 ﾠ 8	 ﾠ
therefore	 ﾠstudy	 ﾠtheir	 ﾠbehaviour	 ﾠand	 ﾠfind	 ﾠout	 ﾠhow	 ﾠwell	 ﾠthey	 ﾠare	 ﾠdoing	 ﾠin	 ﾠthat	 ﾠ
context.	 ﾠ
For	 ﾠa	 ﾠbehavioural	 ﾠapproach	 ﾠto	 ﾠprovide	 ﾠany	 ﾠinsight	 ﾠinto	 ﾠconsumer	 ﾠwelfare,	 ﾠ
there	 ﾠis	 ﾠa	 ﾠreflexive	 ﾠissue	 ﾠthat	 ﾠneeds	 ﾠto	 ﾠbe	 ﾠaddressed	 ﾠand	 ﾠwhich	 ﾠlies	 ﾠat	 ﾠthe	 ﾠcore	 ﾠof	 ﾠ
the	 ﾠstudy	 ﾠreported	 ﾠin	 ﾠthis	 ﾠpaper:	 ﾠthe	 ﾠresearchers	 ﾠstudying	 ﾠthe	 ﾠbehaviour	 ﾠof	 ﾠ
boundedly	 ﾠrational	 ﾠconsumers	 ﾠare	 ﾠthemselves	 ﾠmere	 ﾠhuman	 ﾠbeings	 ﾠwho	 ﾠmay	 ﾠ
have	 ﾠfound	 ﾠit	 ﾠchallenging	 ﾠto	 ﾠbe	 ﾠconsumers	 ﾠin	 ﾠthe	 ﾠcontext	 ﾠin	 ﾠquestion.	 ﾠThey	 ﾠwill	 ﾠ
only	 ﾠbe	 ﾠable	 ﾠto	 ﾠmake	 ﾠjudgments	 ﾠabout	 ﾠthe	 ﾠquality	 ﾠof	 ﾠconsumers’	 ﾠdecisions	 ﾠif	 ﾠthey	 ﾠ
can	 ﾠto	 ﾠsome	 ﾠdegree	 ﾠovercome	 ﾠthe	 ﾠbarriers	 ﾠfaced	 ﾠby	 ﾠthose	 ﾠwhose	 ﾠbehaviour	 ﾠthey	 ﾠ
are	 ﾠstudying.	 ﾠ	 ﾠFor	 ﾠresearch	 ﾠfunding	 ﾠauthorities,	 ﾠthe	 ﾠkey	 ﾠissue	 ﾠis	 ﾠwhether	 ﾠthe	 ﾠ
extent	 ﾠto	 ﾠwhich	 ﾠthe	 ﾠresearchers	 ﾠare	 ﾠlikely	 ﾠto	 ﾠbe	 ﾠable	 ﾠto	 ﾠdo	 ﾠthis	 ﾠjustifies	 ﾠthe	 ﾠ
funding	 ﾠthey	 ﾠare	 ﾠrequesting.	 ﾠ
We	 ﾠbegan	 ﾠthe	 ﾠmobile	 ﾠphone	 ﾠservice	 ﾠchoice	 ﾠproject	 ﾠbelieving	 ﾠthat	 ﾠwe	 ﾠcould	 ﾠ
largely	 ﾠescape	 ﾠthe	 ﾠproblems	 ﾠthat	 ﾠbeset	 ﾠconsumers	 ﾠin	 ﾠthis	 ﾠcontext:	 ﾠ
	 ﾠ
•  Whereas	 ﾠmany	 ﾠconsumers	 ﾠmay	 ﾠnot	 ﾠbe	 ﾠsuper-ﾭ‐smart	 ﾠand	 ﾠmay	 ﾠonly	 ﾠspends	 ﾠa	 ﾠ
very	 ﾠlimited	 ﾠtime	 ﾠgathering	 ﾠinformation,	 ﾠa	 ﾠteam	 ﾠof	 ﾠhighly-ﾭ‐trained	 ﾠresearchers	 ﾠ
may	 ﾠbe	 ﾠable	 ﾠto	 ﾠspend	 ﾠhundreds	 ﾠof	 ﾠhours	 ﾠgathering	 ﾠinformation	 ﾠabout	 ﾠthe	 ﾠ
same	 ﾠchoice	 ﾠproblem.	 ﾠ	 ﾠ
•  Whereas	 ﾠconsumers	 ﾠmay	 ﾠmainly	 ﾠtry	 ﾠto	 ﾠprocess	 ﾠinformation	 ﾠin	 ﾠtheir	 ﾠheads,	 ﾠa	 ﾠ
team	 ﾠof	 ﾠresearchers	 ﾠmay	 ﾠhave	 ﾠit	 ﾠprocessed	 ﾠby	 ﾠcomputers	 ﾠthat	 ﾠdo	 ﾠnot	 ﾠrun	 ﾠout	 ﾠ
of	 ﾠmemory	 ﾠcapacity	 ﾠor	 ﾠmake	 ﾠprocessing	 ﾠerrors.	 ﾠ	 ﾠ
•  And,	 ﾠwhereas	 ﾠordinary	 ﾠconsumers	 ﾠmay	 ﾠbe	 ﾠunaware	 ﾠthat	 ﾠtheir	 ﾠcognitive	 ﾠ
processes	 ﾠare	 ﾠbeing	 ﾠshaped	 ﾠby	 ﾠheuristics	 ﾠand	 ﾠbiases,	 ﾠresearchers	 ﾠwho	 ﾠknow	 ﾠ	 ﾠ 9	 ﾠ
about	 ﾠhuman	 ﾠcognitive	 ﾠshortcomings	 ﾠcan	 ﾠapply	 ﾠthat	 ﾠknowledge	 ﾠin	 ﾠorder	 ﾠto	 ﾠ
avoid	 ﾠfalling	 ﾠinto	 ﾠsimilar	 ﾠtraps.	 ﾠ
	 ﾠ
We	 ﾠended	 ﾠup	 ﾠwith	 ﾠa	 ﾠfar	 ﾠclearer	 ﾠidea	 ﾠof	 ﾠjust	 ﾠhow	 ﾠchallenging	 ﾠa	 ﾠproblem	 ﾠthis	 ﾠ
context	 ﾠpresents	 ﾠfor	 ﾠconsumers	 ﾠand	 ﾠwhat	 ﾠthey	 ﾠwould	 ﾠneed	 ﾠto	 ﾠbe	 ﾠable	 ﾠto	 ﾠdo	 ﾠto	 ﾠ
solve	 ﾠit	 ﾠin	 ﾠa	 ﾠfully	 ﾠrational	 ﾠmanner.	 ﾠHowever,	 ﾠdespite	 ﾠthrowing	 ﾠconsiderable	 ﾠ
resources	 ﾠand	 ﾠexpertise	 ﾠat	 ﾠthe	 ﾠproblem,	 ﾠwe	 ﾠultimately	 ﾠremained	 ﾠpartly	 ﾠbeset	 ﾠby	 ﾠ
the	 ﾠsame	 ﾠkinds	 ﾠof	 ﾠchallenges	 ﾠthat	 ﾠordinary	 ﾠconsumers	 ﾠface.	 ﾠ	 ﾠ	 ﾠ
This	 ﾠis	 ﾠnot	 ﾠto	 ﾠsay	 ﾠthat	 ﾠbounded	 ﾠrationality	 ﾠand	 ﾠsearch	 ﾠcosts	 ﾠnecessarily	 ﾠ
make	 ﾠit	 ﾠimpossible	 ﾠfor	 ﾠresearchers	 ﾠto	 ﾠmake	 ﾠpronouncements	 ﾠabout	 ﾠthe	 ﾠquality	 ﾠof	 ﾠ
decision	 ﾠmaking	 ﾠby	 ﾠconsumers.	 ﾠTo	 ﾠthe	 ﾠextent	 ﾠthat	 ﾠresearchers	 ﾠcan	 ﾠpush	 ﾠback	 ﾠthe	 ﾠ
constraints	 ﾠthat	 ﾠordinary	 ﾠconsumers	 ﾠface	 ﾠon	 ﾠgathering	 ﾠand	 ﾠprocessing	 ﾠ
information,	 ﾠthey	 ﾠmay	 ﾠbe	 ﾠable	 ﾠto	 ﾠgive	 ﾠsome	 ﾠkind	 ﾠof	 ﾠ‘best-ﾭ‐practice’	 ﾠassessment	 ﾠof	 ﾠ
which	 ﾠproducts	 ﾠconsumers	 ﾠshould	 ﾠselect	 ﾠif	 ﾠthey	 ﾠhave	 ﾠparticular	 ﾠsets	 ﾠof	 ﾠ
requirements.	 ﾠThis	 ﾠwould	 ﾠbe	 ﾠanalogous	 ﾠto	 ﾠefficiency	 ﾠand	 ﾠproductivity	 ﾠanalysts	 ﾠ
gathering	 ﾠdata	 ﾠabout	 ﾠinputs	 ﾠand	 ﾠoutputs	 ﾠin	 ﾠa	 ﾠparticular	 ﾠindustry	 ﾠand	 ﾠusing	 ﾠthe	 ﾠ
techniques	 ﾠdescribed	 ﾠin	 ﾠworks	 ﾠsuch	 ﾠas	 ﾠCoelli	 ﾠet	 ﾠal.	 ﾠ(2005)	 ﾠto	 ﾠidentify	 ﾠthe	 ﾠ
industry’s	 ﾠcurrent	 ﾠefficiency	 ﾠfrontiers	 ﾠand	 ﾠthen	 ﾠlabel	 ﾠas	 ﾠ‘X-ﾭ‐inefficient’	 ﾠthe	 ﾠfirms	 ﾠ
operating	 ﾠinside	 ﾠit.	 ﾠ	 ﾠHowever,	 ﾠcompared	 ﾠwith	 ﾠthe	 ﾠanalysis	 ﾠof	 ﾠthe	 ﾠefficiency	 ﾠand	 ﾠ
productivity	 ﾠof	 ﾠfirms,	 ﾠthe	 ﾠanalysis	 ﾠof	 ﾠthe	 ﾠefficiency	 ﾠof	 ﾠconsumer	 ﾠdecision-ﾭ‐making	 ﾠ
turns	 ﾠout	 ﾠto	 ﾠbe	 ﾠmore	 ﾠobviously	 ﾠriddled	 ﾠwith	 ﾠproblems	 ﾠthat	 ﾠnecessitate	 ﾠcaution	 ﾠin	 ﾠ
any	 ﾠsubsequent	 ﾠpronouncements	 ﾠand	 ﾠpolicy	 ﾠrecommendations.	 ﾠ
	 ﾠ
2.	 ﾠ The	 ﾠnature	 ﾠof	 ﾠthe	 ﾠproduct:	 ﾠprice	 ﾠand	 ﾠnon-ﾭprice	 ﾠdimensions	 ﾠ	 ﾠ 10	 ﾠ
At	 ﾠfirst	 ﾠsight,	 ﾠmobile	 ﾠphone	 ﾠservice	 ﾠproducts	 ﾠseem	 ﾠto	 ﾠpresent	 ﾠan	 ﾠunusually	 ﾠ
convenient	 ﾠarea	 ﾠfor	 ﾠresearch	 ﾠinto	 ﾠthe	 ﾠefficiency	 ﾠof	 ﾠconsumer	 ﾠchoices	 ﾠbecause	 ﾠ
they	 ﾠcan	 ﾠbe	 ﾠthought	 ﾠof	 ﾠas	 ﾠbundles	 ﾠof	 ﾠa	 ﾠsmall	 ﾠnumber	 ﾠof	 ﾠsub-ﾭ‐products	 ﾠ(calls,	 ﾠSMS	 ﾠ
messages,	 ﾠetc.)	 ﾠeach	 ﾠof	 ﾠwhich	 ﾠhas	 ﾠa	 ﾠprice	 ﾠattached.	 ﾠThe	 ﾠtotal	 ﾠcost	 ﾠof	 ﾠthe	 ﾠbundle	 ﾠ
can	 ﾠreadily	 ﾠbe	 ﾠcalculated	 ﾠif	 ﾠwe	 ﾠknow	 ﾠthe	 ﾠprices	 ﾠof	 ﾠeach	 ﾠservice	 ﾠand	 ﾠthe	 ﾠ
consumer’s	 ﾠpattern	 ﾠof	 ﾠuse.	 ﾠThe	 ﾠresearcher	 ﾠdoes	 ﾠnot	 ﾠhave	 ﾠto	 ﾠdevise	 ﾠmeans	 ﾠfor	 ﾠ
breaking	 ﾠeach	 ﾠproduct	 ﾠup	 ﾠinto	 ﾠa	 ﾠset	 ﾠof	 ﾠcharacteristics	 ﾠ(as	 ﾠadvocated	 ﾠby	 ﾠLancaster,	 ﾠ
1966),	 ﾠor	 ﾠdeal	 ﾠwith	 ﾠproducts	 ﾠwith	 ﾠdozens	 ﾠof	 ﾠfeatures,	 ﾠsome	 ﾠof	 ﾠwhich	 ﾠare	 ﾠlisted	 ﾠin	 ﾠ
manufacturers’	 ﾠspecification	 ﾠsheets	 ﾠand	 ﾠothers	 ﾠthat	 ﾠare	 ﾠhighly	 ﾠsubjective—as	 ﾠ
with	 ﾠstyle,	 ﾠtaste	 ﾠor	 ﾠfragrance—and	 ﾠwhere	 ﾠresearchers’	 ﾠtastes	 ﾠmay	 ﾠbe	 ﾠdifferent	 ﾠ
from	 ﾠthose	 ﾠof	 ﾠsome	 ﾠconsumers.	 ﾠIt	 ﾠthus	 ﾠsounds	 ﾠas	 ﾠthough	 ﾠit	 ﾠshould	 ﾠbe	 ﾠmuch	 ﾠeasier	 ﾠ
to	 ﾠwork	 ﾠout	 ﾠhow	 ﾠfar	 ﾠconsumers	 ﾠare	 ﾠmaking	 ﾠmistakes	 ﾠin	 ﾠtheir	 ﾠchoices	 ﾠof	 ﾠmobile	 ﾠ
phone	 ﾠplans	 ﾠthan	 ﾠin	 ﾠcontext	 ﾠinvolving	 ﾠproducts	 ﾠthat	 ﾠoffer	 ﾠmany	 ﾠoutputs	 ﾠto	 ﾠwhich	 ﾠ
no	 ﾠmonetary	 ﾠunits	 ﾠare	 ﾠattached.	 ﾠ
We	 ﾠranked	 ﾠmobile	 ﾠphone	 ﾠservice	 ﾠplans	 ﾠfor	 ﾠeach	 ﾠsampled	 ﾠconsumer	 ﾠon	 ﾠthe	 ﾠ
basis	 ﾠof	 ﾠtheir	 ﾠpredicted	 ﾠannual	 ﾠcost.	 ﾠThis	 ﾠenabled	 ﾠus	 ﾠto	 ﾠfocus	 ﾠon	 ﾠthe	 ﾠdifference	 ﾠ
between	 ﾠwhat	 ﾠthe	 ﾠconsumers	 ﾠin	 ﾠour	 ﾠsample	 ﾠwere	 ﾠpaying	 ﾠand	 ﾠwhat	 ﾠthey	 ﾠmight	 ﾠ
have	 ﾠpaid	 ﾠby	 ﾠmaking	 ﾠa	 ﾠ‘best-ﾭ‐practice’	 ﾠchoice.	 ﾠHowever,	 ﾠthis	 ﾠwas	 ﾠan	 ﾠ
approximation,	 ﾠfor	 ﾠthere	 ﾠare	 ﾠseveral	 ﾠareas	 ﾠin	 ﾠwhich	 ﾠmobile	 ﾠphone	 ﾠservices	 ﾠdo	 ﾠnot	 ﾠ
readily	 ﾠreduce	 ﾠto	 ﾠmonetary	 ﾠunits.	 ﾠSome	 ﾠof	 ﾠthese	 ﾠareas	 ﾠpose	 ﾠan	 ﾠ‘experience	 ﾠgood’	 ﾠ
problem	 ﾠ(Nelson,	 ﾠ1970)	 ﾠfor	 ﾠboth	 ﾠconsumers	 ﾠand	 ﾠresearchers	 ﾠin	 ﾠthat	 ﾠex	 ﾠante	 ﾠit	 ﾠis	 ﾠ
impossible	 ﾠto	 ﾠknow	 ﾠwhat	 ﾠthe	 ﾠquality	 ﾠof	 ﾠthe	 ﾠservice	 ﾠwould	 ﾠbe.	 ﾠThus,	 ﾠin	 ﾠcalculating	 ﾠ
the	 ﾠ‘optimal’	 ﾠplan	 ﾠfor	 ﾠa	 ﾠconsumer,	 ﾠwe	 ﾠdid	 ﾠnot	 ﾠattempt	 ﾠto	 ﾠbuild	 ﾠin	 ﾠany	 ﾠinformation	 ﾠ
about	 ﾠservice	 ﾠreliability	 ﾠ(which	 ﾠduring	 ﾠ2010–11	 ﾠproved	 ﾠto	 ﾠbe	 ﾠa	 ﾠmajor	 ﾠissue	 ﾠfor	 ﾠ
customers	 ﾠrelying	 ﾠon	 ﾠthe	 ﾠVodafone	 ﾠnetwork),	 ﾠconvenience	 ﾠof	 ﾠthe	 ﾠprovider’s	 ﾠ	 ﾠ 11	 ﾠ
website	 ﾠ(such	 ﾠas	 ﾠin	 ﾠrespect	 ﾠof	 ﾠrecharging	 ﾠpre-ﾭ‐paid	 ﾠservices	 ﾠor	 ﾠfinding	 ﾠout	 ﾠpast	 ﾠ
usage),	 ﾠthe	 ﾠrange	 ﾠof	 ﾠdownloadable	 ﾠmaterial	 ﾠor	 ﾠthe	 ﾠquality	 ﾠof	 ﾠservice	 ﾠprovided	 ﾠby	 ﾠ
the	 ﾠprovider’s	 ﾠcall	 ﾠcentre.	 ﾠWe	 ﾠwere	 ﾠable	 ﾠto	 ﾠrule	 ﾠout	 ﾠproducts	 ﾠthat	 ﾠoffered	 ﾠno	 ﾠ
coverage	 ﾠwhere	 ﾠa	 ﾠsampled	 ﾠsubject	 ﾠlived,	 ﾠbut	 ﾠwe	 ﾠdid	 ﾠnot	 ﾠtry	 ﾠto	 ﾠundertake	 ﾠany	 ﾠ
calculations	 ﾠabout	 ﾠthe	 ﾠprobability	 ﾠof	 ﾠa	 ﾠsubject	 ﾠbeing	 ﾠable	 ﾠto	 ﾠobtain	 ﾠaccess	 ﾠto	 ﾠ
services	 ﾠif	 ﾠthey	 ﾠwent	 ﾠbeyond	 ﾠtheir	 ﾠhome	 ﾠpostcode	 ﾠarea.	 ﾠ
	 ﾠ
3.	 ﾠ Bounded	 ﾠrationality	 ﾠand	 ﾠmarket	 ﾠresearch	 ﾠ
Economists	 ﾠhave	 ﾠhistorically	 ﾠtended	 ﾠto	 ﾠbe	 ﾠhostile	 ﾠto	 ﾠsurvey-ﾭ‐based	 ﾠresearch	 ﾠon	 ﾠ
the	 ﾠbasis	 ﾠthat	 ﾠrespondents	 ﾠmight	 ﾠbehaviour	 ﾠdeviously	 ﾠin	 ﾠgiving	 ﾠtheir	 ﾠanswers,	 ﾠ
possibly	 ﾠafter	 ﾠtrying	 ﾠto	 ﾠwork	 ﾠout	 ﾠwhat	 ﾠthe	 ﾠresearchers	 ﾠwere	 ﾠhoping	 ﾠthe	 ﾠanswers	 ﾠ
would	 ﾠbe.	 ﾠ(However,	 ﾠthey	 ﾠforget	 ﾠabout	 ﾠthis	 ﾠpossibility	 ﾠwhen	 ﾠworking	 ﾠwith	 ﾠ
published	 ﾠstatistics,	 ﾠwhose	 ﾠsupposedly	 ﾠobjective	 ﾠdata	 ﾠactually	 ﾠresult	 ﾠfrom	 ﾠpeople	 ﾠ
filling	 ﾠin	 ﾠsurveys.)	 ﾠSuch	 ﾠa	 ﾠview	 ﾠtreats	 ﾠsurvey	 ﾠrespondents	 ﾠas	 ﾠself-ﾭ‐serving	 ﾠ
optimizers.	 ﾠWe	 ﾠwere	 ﾠmore	 ﾠinclined	 ﾠto	 ﾠtrust	 ﾠthat,	 ﾠhaving	 ﾠvolunteered	 ﾠto	 ﾠ
participate,	 ﾠour	 ﾠrespondents	 ﾠwould	 ﾠtry	 ﾠto	 ﾠanswer	 ﾠhonestly.	 ﾠHowever,	 ﾠwe	 ﾠsoon	 ﾠ
ran	 ﾠinto	 ﾠthe	 ﾠimplications	 ﾠof	 ﾠtheir	 ﾠbounded	 ﾠrationality	 ﾠas	 ﾠa	 ﾠconstraint	 ﾠon	 ﾠwhat	 ﾠwe	 ﾠ
could	 ﾠlearn	 ﾠabout	 ﾠthe	 ﾠimpact	 ﾠof	 ﾠbounded	 ﾠrationality	 ﾠon	 ﾠthe	 ﾠquality	 ﾠof	 ﾠtheir	 ﾠ
choices.	 ﾠ	 ﾠ
The	 ﾠcalculations	 ﾠwe	 ﾠwere	 ﾠable	 ﾠto	 ﾠmake	 ﾠwere	 ﾠapproximations	 ﾠeven	 ﾠ
regarding	 ﾠservices	 ﾠwith	 ﾠobservable	 ﾠprices,	 ﾠfor	 ﾠsome	 ﾠaspects	 ﾠof	 ﾠthe	 ﾠplans	 ﾠwere	 ﾠleft	 ﾠ
out	 ﾠbecause	 ﾠdifficulties	 ﾠin	 ﾠgathering	 ﾠinformation	 ﾠfrom	 ﾠconsumers	 ﾠled	 ﾠus	 ﾠnot	 ﾠto	 ﾠ
collect	 ﾠcertain	 ﾠkinds	 ﾠof	 ﾠinformation	 ﾠabout	 ﾠthe	 ﾠproducts.	 ﾠEven	 ﾠa	 ﾠ‘best-ﾭ‐practice’	 ﾠ
attempt	 ﾠto	 ﾠfind	 ﾠout	 ﾠhow	 ﾠmuch	 ﾠmore	 ﾠcheaply	 ﾠour	 ﾠrespondents	 ﾠmight	 ﾠhave	 ﾠ
purchased	 ﾠthe	 ﾠservices	 ﾠthat	 ﾠthey	 ﾠused	 ﾠrequired	 ﾠmuch	 ﾠmore	 ﾠdetailed	 ﾠquestions	 ﾠ	 ﾠ 12	 ﾠ
about	 ﾠtheir	 ﾠways	 ﾠof	 ﾠlife	 ﾠthan	 ﾠwe	 ﾠcould	 ﾠaccommodate	 ﾠin	 ﾠour	 ﾠsurvey.	 ﾠThe	 ﾠsurvey’s	 ﾠ
potential	 ﾠlength	 ﾠwas	 ﾠincreased	 ﾠyet	 ﾠfurther	 ﾠbecause	 ﾠour	 ﾠstudy	 ﾠwas	 ﾠnot	 ﾠmerely	 ﾠ
trying	 ﾠto	 ﾠunderstand	 ﾠthe	 ﾠextent	 ﾠof	 ﾠconsumption	 ﾠX-ﾭ‐inefficiency	 ﾠin	 ﾠthis	 ﾠcontext	 ﾠbut	 ﾠ
also	 ﾠthe	 ﾠdrivers	 ﾠof	 ﾠefficiency	 ﾠdifferences	 ﾠbetween	 ﾠdifferent	 ﾠtypes	 ﾠof	 ﾠconsumers.	 ﾠ
Hence	 ﾠthe	 ﾠsurvey	 ﾠneeded	 ﾠto	 ﾠinclude	 ﾠquestions	 ﾠdesigned	 ﾠto	 ﾠfind	 ﾠout	 ﾠhow	 ﾠsubjects	 ﾠ
differed	 ﾠin	 ﾠthe	 ﾠways	 ﾠthey	 ﾠreached	 ﾠtheir	 ﾠchoices	 ﾠof	 ﾠmobile	 ﾠphone	 ﾠservice	 ﾠproducts,	 ﾠ
and	 ﾠin	 ﾠtheir	 ﾠwillingness	 ﾠto	 ﾠswitch	 ﾠbetween	 ﾠthese	 ﾠproducts.	 ﾠ	 ﾠ
It	 ﾠwould	 ﾠhave	 ﾠbeen	 ﾠpossible	 ﾠfor	 ﾠus	 ﾠto	 ﾠcommission	 ﾠa	 ﾠmuch	 ﾠlengthier	 ﾠonline	 ﾠ
survey	 ﾠthan	 ﾠwe	 ﾠactually	 ﾠused,	 ﾠat	 ﾠthe	 ﾠcost	 ﾠof	 ﾠhaving	 ﾠless	 ﾠmoney	 ﾠavailable	 ﾠfor	 ﾠ
research	 ﾠassistance	 ﾠand	 ﾠthen	 ﾠundertaking	 ﾠmore	 ﾠof	 ﾠthe	 ﾠwork	 ﾠourselves.	 ﾠHowever,	 ﾠ
on	 ﾠthe	 ﾠstrong	 ﾠadvice	 ﾠfrom	 ﾠORU,	 ﾠthe	 ﾠcompany	 ﾠwe	 ﾠhad	 ﾠselected	 ﾠto	 ﾠadminister	 ﾠthe	 ﾠ
survey,	 ﾠwe	 ﾠedited	 ﾠour	 ﾠquestionnaire	 ﾠdown	 ﾠuntil	 ﾠit	 ﾠcould	 ﾠbe	 ﾠcompleted	 ﾠin	 ﾠaround	 ﾠ
25	 ﾠminutes.	 ﾠThis	 ﾠadvice	 ﾠwas	 ﾠemphatic:	 ﾠanything	 ﾠlonger	 ﾠthan	 ﾠthis	 ﾠwould	 ﾠnot	 ﾠ
merely	 ﾠinvolve	 ﾠcosts	 ﾠof	 ﾠparticipation	 ﾠinducements	 ﾠpaid	 ﾠto	 ﾠsubjects	 ﾠescalating,	 ﾠat	 ﾠ
an	 ﾠincreasing	 ﾠrate;	 ﾠit	 ﾠwould	 ﾠalso	 ﾠproduce	 ﾠmuch	 ﾠless	 ﾠreliable	 ﾠdata	 ﾠdue	 ﾠto	 ﾠ
increased	 ﾠrespondent	 ﾠfatigue.	 ﾠAs	 ﾠwell	 ﾠas	 ﾠlimiting	 ﾠthe	 ﾠtotal	 ﾠnumber	 ﾠof	 ﾠquestions	 ﾠ
we	 ﾠmight	 ﾠask,	 ﾠORU’s	 ﾠadvice	 ﾠdeterred	 ﾠus	 ﾠfrom	 ﾠasking	 ﾠtime-ﾭ‐consuming	 ﾠquestions	 ﾠ
requiring	 ﾠreflection	 ﾠ(for	 ﾠexample	 ﾠabout	 ﾠpossible	 ﾠchanges	 ﾠin	 ﾠpatterns	 ﾠof	 ﾠuse	 ﾠover	 ﾠ
the	 ﾠnext	 ﾠfew	 ﾠyears)	 ﾠor	 ﾠany	 ﾠneed	 ﾠto	 ﾠpause	 ﾠto	 ﾠfind	 ﾠinformation	 ﾠ(for	 ﾠexample,	 ﾠto	 ﾠ
check	 ﾠwhich	 ﾠmodel	 ﾠmobile	 ﾠphone	 ﾠthey	 ﾠused	 ﾠor	 ﾠretrieve	 ﾠpast	 ﾠphone	 ﾠbills).	 ﾠ
Some	 ﾠindication	 ﾠof	 ﾠthe	 ﾠcomplexity	 ﾠof	 ﾠthe	 ﾠinquiries	 ﾠwe	 ﾠideally	 ﾠwould	 ﾠlike	 ﾠto	 ﾠ
have	 ﾠmade,	 ﾠand	 ﾠof	 ﾠwhat	 ﾠwe	 ﾠwere	 ﾠpractically	 ﾠlimited	 ﾠto	 ﾠdoing,	 ﾠcan	 ﾠbe	 ﾠseen	 ﾠin	 ﾠthe	 ﾠ
following	 ﾠexamples.	 ﾠ
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 ﾠ
Price	 ﾠsensitivity	 ﾠ
In	 ﾠprinciple,	 ﾠmarket	 ﾠresearch	 ﾠtools	 ﾠmight	 ﾠbe	 ﾠused	 ﾠto	 ﾠfind	 ﾠout	 ﾠdifferent	 ﾠusage	 ﾠrates	 ﾠ
at	 ﾠdifferent	 ﾠsets	 ﾠof	 ﾠrelative	 ﾠprices	 ﾠagainst	 ﾠthe	 ﾠbackdrop	 ﾠof	 ﾠthe	 ﾠconsumer’s	 ﾠway	 ﾠof	 ﾠ
life.	 ﾠConsumers	 ﾠclearly	 ﾠdo	 ﾠsubstitute	 ﾠbetween	 ﾠmaking	 ﾠcalls,	 ﾠsending	 ﾠtext	 ﾠ
messages,	 ﾠusing	 ﾠInternet	 ﾠservices	 ﾠsuch	 ﾠas	 ﾠFacebook	 ﾠand	 ﾠSkype,	 ﾠor	 ﾠsimply	 ﾠ
delaying	 ﾠcommunicating	 ﾠat	 ﾠall	 ﾠuntil	 ﾠthey	 ﾠcan	 ﾠspeak	 ﾠto	 ﾠthe	 ﾠother	 ﾠperson	 ﾠface-ﾭ‐to-ﾭ‐
face.	 ﾠTo	 ﾠcompute	 ﾠoptimal	 ﾠchoices	 ﾠwe	 ﾠneeded	 ﾠto	 ﾠbe	 ﾠable	 ﾠto	 ﾠinfer	 ﾠeach	 ﾠsubject’s	 ﾠ
demand	 ﾠsystem	 ﾠfor	 ﾠthe	 ﾠdifferently	 ﾠpriced	 ﾠmobile	 ﾠphone	 ﾠservices—not	 ﾠmerely	 ﾠfor	 ﾠ
domestic	 ﾠand	 ﾠinternational	 ﾠcalls,	 ﾠSMS,	 ﾠMMS	 ﾠand	 ﾠdata	 ﾠbut	 ﾠalso	 ﾠfor	 ﾠtheir	 ﾠ
willingness	 ﾠto	 ﾠpay	 ﾠfor	 ﾠdifferent	 ﾠperformance	 ﾠlevels	 ﾠin	 ﾠterms	 ﾠof	 ﾠattributes	 ﾠsuch	 ﾠas	 ﾠ
geographical	 ﾠcoverage,	 ﾠaccess	 ﾠto	 ﾠmedia	 ﾠdownload	 ﾠservices,	 ﾠcall	 ﾠcentre	 ﾠresponse	 ﾠ
times	 ﾠand	 ﾠhelpfulness,	 ﾠand	 ﾠso	 ﾠon.	 ﾠ	 ﾠ
In	 ﾠpractice,	 ﾠwe	 ﾠasked	 ﾠno	 ﾠquestions	 ﾠdesigned	 ﾠto	 ﾠelicit	 ﾠdemand	 ﾠsystems	 ﾠfor	 ﾠ
individuals	 ﾠand	 ﾠonly	 ﾠsought	 ﾠinformation	 ﾠabout	 ﾠaverage	 ﾠmonthly	 ﾠrates	 ﾠof	 ﾠservice	 ﾠ
use	 ﾠwithin	 ﾠeach	 ﾠsubject’s	 ﾠexisting	 ﾠplan.	 ﾠWe	 ﾠwere	 ﾠtherefore	 ﾠunable	 ﾠto	 ﾠconsider	 ﾠ
whether	 ﾠswitching	 ﾠto	 ﾠa	 ﾠdifferent	 ﾠplan	 ﾠwith	 ﾠdifferent	 ﾠinternal	 ﾠrelative	 ﾠprices	 ﾠ
would	 ﾠchange	 ﾠrelative	 ﾠusage	 ﾠrates	 ﾠfor	 ﾠthe	 ﾠvarious	 ﾠservices.	 ﾠHence	 ﾠwe	 ﾠwere	 ﾠ
unable	 ﾠto	 ﾠcompute	 ﾠthe	 ﾠimpact	 ﾠthat	 ﾠsubstitution	 ﾠof	 ﾠthis	 ﾠkind	 ﾠwould	 ﾠhave	 ﾠon	 ﾠthe	 ﾠ
predicted	 ﾠexpenditure	 ﾠfor	 ﾠthat	 ﾠplan.	 ﾠThis	 ﾠmeans	 ﾠthat	 ﾠour	 ﾠresults	 ﾠare	 ﾠmore	 ﾠ
accurate	 ﾠregarding	 ﾠwhether	 ﾠrespondents	 ﾠchose	 ﾠthe	 ﾠwrong	 ﾠlevel	 ﾠof	 ﾠservice	 ﾠwithin	 ﾠ
a	 ﾠfamily	 ﾠof	 ﾠplans,	 ﾠthan	 ﾠregarding	 ﾠtheir	 ﾠerrors	 ﾠwhen	 ﾠchoosing	 ﾠbetween	 ﾠdifferent	 ﾠ
kinds	 ﾠof	 ﾠplans	 ﾠwithin	 ﾠa	 ﾠcompany	 ﾠor	 ﾠbetween	 ﾠplans	 ﾠof	 ﾠrival	 ﾠcompanies	 ﾠwith	 ﾠ
different	 ﾠrelative	 ﾠprices.	 ﾠ
It	 ﾠis	 ﾠa	 ﾠsign	 ﾠof	 ﾠour	 ﾠown	 ﾠbounded	 ﾠrationality	 ﾠas	 ﾠresearchers	 ﾠthat	 ﾠwe	 ﾠhad	 ﾠ
been	 ﾠthrough	 ﾠseveral	 ﾠdrafts	 ﾠof	 ﾠthe	 ﾠquestionnaire	 ﾠdebating	 ﾠthe	 ﾠwording	 ﾠof	 ﾠthe	 ﾠ	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questions	 ﾠon	 ﾠtypical	 ﾠrates	 ﾠof	 ﾠuse	 ﾠof	 ﾠvarious	 ﾠservices	 ﾠbefore	 ﾠany	 ﾠof	 ﾠus	 ﾠrealized	 ﾠthat	 ﾠ
we	 ﾠhad	 ﾠnot	 ﾠeven	 ﾠbeen	 ﾠthinking	 ﾠof	 ﾠtrying	 ﾠto	 ﾠask	 ﾠquestions	 ﾠto	 ﾠderive	 ﾠinformation	 ﾠ
about	 ﾠthe	 ﾠdemand	 ﾠfunctions	 ﾠfor	 ﾠthese	 ﾠservices.	 ﾠWe	 ﾠwere	 ﾠimplicitly	 ﾠviewing	 ﾠ
consumers	 ﾠas	 ﾠcreatures	 ﾠof	 ﾠhabit	 ﾠrather	 ﾠthan	 ﾠsubstitution-ﾭ‐focused	 ﾠagents	 ﾠwho	 ﾠ
responded	 ﾠto	 ﾠmarket	 ﾠincentives.	 ﾠBut,	 ﾠin	 ﾠpractical	 ﾠterms,	 ﾠwe	 ﾠcould	 ﾠdo	 ﾠno	 ﾠmore	 ﾠ
than	 ﾠthis	 ﾠand	 ﾠit	 ﾠmeant	 ﾠwe	 ﾠwere	 ﾠlimited	 ﾠto	 ﾠtrying	 ﾠto	 ﾠfind	 ﾠout	 ﾠhow	 ﾠmuch	 ﾠmore	 ﾠ
cheaply	 ﾠmembers	 ﾠof	 ﾠour	 ﾠsample	 ﾠmight	 ﾠhave	 ﾠpurchased	 ﾠthe	 ﾠmix	 ﾠof	 ﾠservices	 ﾠthat	 ﾠ
they	 ﾠaccessed	 ﾠwith	 ﾠtheir	 ﾠcurrent	 ﾠcontracts.	 ﾠ
	 ﾠ
International	 ﾠservices	 ﾠ
Although	 ﾠour	 ﾠsurvey	 ﾠincluded	 ﾠquestions	 ﾠabout	 ﾠthe	 ﾠrespondents’	 ﾠusage	 ﾠrates	 ﾠfor	 ﾠ
international	 ﾠSMS	 ﾠand	 ﾠMMS	 ﾠservices,	 ﾠthe	 ﾠquestions	 ﾠwe	 ﾠasked	 ﾠregarding	 ﾠ
international	 ﾠphone	 ﾠcalls	 ﾠwere	 ﾠvery	 ﾠlimited,	 ﾠcovering	 ﾠtheir	 ﾠfrequency	 ﾠin	 ﾠgeneral	 ﾠ
terms	 ﾠand	 ﾠwhether	 ﾠor	 ﾠnot	 ﾠrespondents	 ﾠused	 ﾠservices	 ﾠsuch	 ﾠas	 ﾠSkype	 ﾠon	 ﾠtheir	 ﾠ
mobiles	 ﾠor	 ﾠdifferent	 ﾠSIM	 ﾠcards	 ﾠto	 ﾠmake	 ﾠthese	 ﾠcalls.	 ﾠ	 ﾠThe	 ﾠlatter	 ﾠwere	 ﾠaimed	 ﾠmore	 ﾠ
at	 ﾠgetting	 ﾠa	 ﾠproxy	 ﾠfor	 ﾠ‘savvy’	 ﾠconsumers	 ﾠwho	 ﾠmight	 ﾠbe	 ﾠmore	 ﾠlikely	 ﾠalso	 ﾠto	 ﾠmake	 ﾠ
better	 ﾠchoices	 ﾠof	 ﾠservices	 ﾠfor	 ﾠdomestic	 ﾠuse.	 ﾠWe	 ﾠasked	 ﾠsubjects	 ﾠneither	 ﾠabout	 ﾠ
which	 ﾠcountries	 ﾠthey	 ﾠcalled	 ﾠnor	 ﾠabout	 ﾠthe	 ﾠextent	 ﾠto	 ﾠwhich	 ﾠthey	 ﾠintended	 ﾠto	 ﾠmake	 ﾠ
use	 ﾠof	 ﾠinternational	 ﾠroaming	 ﾠservices,	 ﾠand	 ﾠwhere,	 ﾠover	 ﾠthe	 ﾠnext	 ﾠyear	 ﾠor	 ﾠtwo.	 ﾠ	 ﾠ
We	 ﾠwere	 ﾠtherefore	 ﾠlargely	 ﾠproceeding	 ﾠ‘as	 ﾠif’	 ﾠour	 ﾠsubjects’	 ﾠmobile	 ﾠphone	 ﾠ
costs	 ﾠwere	 ﾠunaffected	 ﾠby	 ﾠinternational	 ﾠmobile	 ﾠphone	 ﾠcalls.	 ﾠFortunately,	 ﾠthe	 ﾠvast	 ﾠ
majority	 ﾠof	 ﾠsubjects	 ﾠfitted	 ﾠthis	 ﾠapproximation.	 ﾠIt	 ﾠsaved	 ﾠus	 ﾠfrom	 ﾠincluding	 ﾠan	 ﾠextra	 ﾠ
question	 ﾠor	 ﾠtwo	 ﾠwith	 ﾠlong	 ﾠpull-ﾭ‐down	 ﾠmenus	 ﾠlisting	 ﾠ160+	 ﾠcountries,	 ﾠthough	 ﾠits	 ﾠ
main	 ﾠadvantage	 ﾠwas	 ﾠin	 ﾠreducing	 ﾠour	 ﾠown	 ﾠinformation	 ﾠgathering,	 ﾠdata	 ﾠentry	 ﾠand	 ﾠ
programming	 ﾠcosts.	 ﾠFor	 ﾠassessments	 ﾠof	 ﾠsome	 ﾠsubjects,	 ﾠthis	 ﾠsimplification	 ﾠcould	 ﾠ	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be	 ﾠhighly	 ﾠmisleading.	 ﾠAn	 ﾠexample	 ﾠwould	 ﾠbe	 ﾠa	 ﾠperson	 ﾠwho	 ﾠmainly	 ﾠis	 ﾠa	 ﾠvery	 ﾠlow	 ﾠ
user	 ﾠbut	 ﾠwho	 ﾠdoes	 ﾠtravel	 ﾠoverseas	 ﾠevery	 ﾠnow	 ﾠand	 ﾠthen	 ﾠand	 ﾠincurs	 ﾠthe	 ﾠbulk	 ﾠof	 ﾠhis	 ﾠ
or	 ﾠher	 ﾠcall	 ﾠcharges	 ﾠfor	 ﾠthe	 ﾠyear	 ﾠby	 ﾠcalling	 ﾠhome	 ﾠvia	 ﾠinternational	 ﾠroaming:	 ﾠsuch	 ﾠa	 ﾠ
person	 ﾠmight	 ﾠrationally	 ﾠbe	 ﾠopting	 ﾠfor	 ﾠa	 ﾠplan	 ﾠthat	 ﾠis	 ﾠnot	 ﾠoptimal	 ﾠfor	 ﾠdomestic	 ﾠcalls	 ﾠ
because	 ﾠthe	 ﾠplan	 ﾠthat	 ﾠis	 ﾠoptimal	 ﾠfor	 ﾠdomestic	 ﾠuse	 ﾠoffers	 ﾠno	 ﾠinternational	 ﾠroaming	 ﾠ
facility.	 ﾠ	 ﾠ
It	 ﾠneeds	 ﾠto	 ﾠbe	 ﾠadded	 ﾠthat	 ﾠeven	 ﾠroaming	 ﾠwithin	 ﾠAustralia	 ﾠwas	 ﾠtoo	 ﾠ
problematic	 ﾠto	 ﾠinclude	 ﾠthough	 ﾠideally	 ﾠwe	 ﾠshould	 ﾠhave	 ﾠincluded	 ﾠquestions	 ﾠabout	 ﾠ
it:	 ﾠsome	 ﾠproviders	 ﾠwho	 ﾠuse	 ﾠthe	 ﾠOptus	 ﾠor	 ﾠVodafone	 ﾠnetworks	 ﾠcharge	 ﾠhigher	 ﾠrates	 ﾠ
for	 ﾠcalls	 ﾠthat	 ﾠtheir	 ﾠcustomers	 ﾠmake	 ﾠbeyond	 ﾠthe	 ﾠcoverage	 ﾠof	 ﾠthese	 ﾠnetworks,	 ﾠ
where	 ﾠthey	 ﾠare	 ﾠrouted	 ﾠthrough	 ﾠthe	 ﾠlarger	 ﾠTelstra	 ﾠnetwork.	 ﾠ
	 ﾠ
Usage	 ﾠvariance	 ﾠ
The	 ﾠranking	 ﾠof	 ﾠmobile	 ﾠphone	 ﾠservice	 ﾠproducts	 ﾠmay	 ﾠdepend	 ﾠdramatically	 ﾠon	 ﾠthe	 ﾠ
extent	 ﾠof	 ﾠvariance	 ﾠin	 ﾠthe	 ﾠconsumer’s	 ﾠneed	 ﾠto	 ﾠuse	 ﾠthese	 ﾠservices.	 ﾠThis	 ﾠis	 ﾠbecause	 ﾠ
many	 ﾠservice	 ﾠproducts	 ﾠ(such	 ﾠas	 ﾠplans	 ﾠbased	 ﾠaround	 ﾠ‘caps’	 ﾠwith	 ﾠparticular	 ﾠ
amounts	 ﾠof	 ﾠ‘included	 ﾠvalue’)	 ﾠinvolve	 ﾠdifferent	 ﾠpricing	 ﾠregimes	 ﾠapplying	 ﾠ
depending	 ﾠon	 ﾠhow	 ﾠmuch	 ﾠuse	 ﾠthe	 ﾠcustomer	 ﾠhas	 ﾠalready	 ﾠmade	 ﾠof	 ﾠthe	 ﾠservice	 ﾠ
within	 ﾠthe	 ﾠbilling	 ﾠperiod.	 ﾠClearly,	 ﾠone	 ﾠmight	 ﾠask	 ﾠconsumers	 ﾠquestions	 ﾠto	 ﾠuncover	 ﾠ
the	 ﾠvariance	 ﾠin	 ﾠtheir	 ﾠmonthly	 ﾠspending	 ﾠwith	 ﾠtheir	 ﾠcurrent	 ﾠplan	 ﾠbut	 ﾠthey	 ﾠmay	 ﾠhave	 ﾠ
trouble	 ﾠrecalling	 ﾠwhat	 ﾠtheir	 ﾠbills	 ﾠhave	 ﾠbeen.	 ﾠWhile	 ﾠthey	 ﾠmay	 ﾠvividly	 ﾠremember	 ﾠ
bills	 ﾠthat	 ﾠwere	 ﾠway	 ﾠover	 ﾠminimum	 ﾠmonthly	 ﾠcharges	 ﾠon	 ﾠtheir	 ﾠcurrent	 ﾠ‘cap’	 ﾠplan,	 ﾠ
they	 ﾠmay	 ﾠhave	 ﾠlittle	 ﾠidea	 ﾠabout	 ﾠhow	 ﾠclose	 ﾠthey	 ﾠhad	 ﾠcome	 ﾠto	 ﾠhitting	 ﾠtheir	 ﾠ‘included	 ﾠ
value’	 ﾠlimits	 ﾠon	 ﾠmonths	 ﾠwhen	 ﾠthey	 ﾠdid	 ﾠnot	 ﾠexceed	 ﾠthis	 ﾠfigure.	 ﾠ	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Even	 ﾠif	 ﾠconsumers	 ﾠcan	 ﾠrecall	 ﾠtheir	 ﾠpast	 ﾠspending	 ﾠpatterns	 ﾠin	 ﾠdetail,	 ﾠthese	 ﾠ
may	 ﾠnot	 ﾠbe	 ﾠa	 ﾠgood	 ﾠguide	 ﾠto	 ﾠfuture	 ﾠvariance.	 ﾠSome	 ﾠconsumer	 ﾠmay	 ﾠanticipate	 ﾠ
changes	 ﾠin	 ﾠtheir	 ﾠcircumstances	 ﾠover	 ﾠthe	 ﾠplanning	 ﾠperiod	 ﾠand	 ﾠfactor	 ﾠthis	 ﾠinto	 ﾠtheir	 ﾠ
choices	 ﾠof	 ﾠservice	 ﾠplan.	 ﾠSome	 ﾠof	 ﾠthese	 ﾠchanges	 ﾠcould	 ﾠbe	 ﾠdue	 ﾠto	 ﾠfactors	 ﾠthat	 ﾠ
previously	 ﾠwere	 ﾠdrivers	 ﾠof	 ﾠvariance	 ﾠin	 ﾠtheir	 ﾠuse	 ﾠof	 ﾠmobile	 ﾠtelecommunications	 ﾠ
services.	 ﾠFor	 ﾠexample,	 ﾠthey	 ﾠmay	 ﾠbe	 ﾠintending	 ﾠto	 ﾠsettle	 ﾠinto	 ﾠa	 ﾠjob	 ﾠafter	 ﾠseveral	 ﾠ
months	 ﾠof	 ﾠoverseas	 ﾠroaming,	 ﾠor	 ﾠa	 ﾠfamily	 ﾠmember	 ﾠwhose	 ﾠillness	 ﾠhad	 ﾠlately	 ﾠ
triggered	 ﾠmany	 ﾠphone	 ﾠcalls	 ﾠmay	 ﾠnow	 ﾠhave	 ﾠrecovered	 ﾠor	 ﾠpassed	 ﾠaway.	 ﾠ	 ﾠ
Some	 ﾠconsumers,	 ﾠhowever,	 ﾠmay	 ﾠmake	 ﾠerroneous	 ﾠchoices	 ﾠof	 ﾠmobile	 ﾠphone	 ﾠ
service	 ﾠplans	 ﾠbecause	 ﾠthey	 ﾠhave	 ﾠlittle	 ﾠidea	 ﾠabout	 ﾠthe	 ﾠextent	 ﾠof	 ﾠvariance	 ﾠthey	 ﾠ
might	 ﾠexperience	 ﾠin	 ﾠtheir	 ﾠneed	 ﾠto	 ﾠuse	 ﾠmobile	 ﾠtelecommunications	 ﾠservices	 ﾠover	 ﾠ
the	 ﾠnext	 ﾠcouple	 ﾠof	 ﾠyears.	 ﾠFor	 ﾠexample,	 ﾠsomeone	 ﾠwho	 ﾠnormally	 ﾠis	 ﾠnot	 ﾠa	 ﾠmajor	 ﾠuser	 ﾠ
of	 ﾠthese	 ﾠservices	 ﾠmight	 ﾠhave	 ﾠrecently	 ﾠembarked	 ﾠupon	 ﾠthe	 ﾠuse	 ﾠof	 ﾠonline	 ﾠdating	 ﾠ
sites	 ﾠto	 ﾠfind	 ﾠa	 ﾠnew	 ﾠpartner.	 ﾠWhile	 ﾠtheir	 ﾠsearch	 ﾠis	 ﾠin	 ﾠprocess,	 ﾠthey	 ﾠmight	 ﾠincrease	 ﾠ
spectacularly	 ﾠtheir	 ﾠuse	 ﾠof	 ﾠtheir	 ﾠmobile	 ﾠphones	 ﾠin	 ﾠorder	 ﾠto	 ﾠcoordinate	 ﾠtheir	 ﾠ‘dates’,	 ﾠ
but	 ﾠonce	 ﾠthey	 ﾠhave	 ﾠfound	 ﾠ‘the	 ﾠone’,	 ﾠtheir	 ﾠusage	 ﾠrates	 ﾠmight	 ﾠfall	 ﾠto	 ﾠprevious	 ﾠlevels.	 ﾠ
Whether	 ﾠor	 ﾠnot	 ﾠthey	 ﾠought	 ﾠto	 ﾠbe	 ﾠon	 ﾠa	 ﾠdifferent	 ﾠphone	 ﾠplan	 ﾠwill	 ﾠdepend	 ﾠcrucially	 ﾠ
on	 ﾠhow	 ﾠlong	 ﾠthe	 ﾠsearch	 ﾠprocess	 ﾠtakes.	 ﾠWhen	 ﾠthey	 ﾠsettle	 ﾠon	 ﾠa	 ﾠnew	 ﾠpartner	 ﾠthe	 ﾠ
optimal	 ﾠchoice	 ﾠof	 ﾠplan	 ﾠnay	 ﾠneed	 ﾠto	 ﾠbe	 ﾠworked	 ﾠout	 ﾠjointly	 ﾠwith	 ﾠthe	 ﾠpartner	 ﾠso	 ﾠas	 ﾠto	 ﾠ
enjoy	 ﾠfree	 ﾠon-ﾭ‐network	 ﾠcalls.	 ﾠ	 ﾠIt	 ﾠmight	 ﾠeven	 ﾠdepend	 ﾠon	 ﾠwhether	 ﾠand	 ﾠwhen	 ﾠthey	 ﾠ
change	 ﾠtheir	 ﾠcar,	 ﾠsince	 ﾠif	 ﾠthey	 ﾠswitch	 ﾠto	 ﾠa	 ﾠvehicle	 ﾠwith	 ﾠBluetooth	 ﾠcapabilities	 ﾠthey	 ﾠ
may	 ﾠno	 ﾠlonger	 ﾠmiss	 ﾠcalls	 ﾠwhile	 ﾠdriving	 ﾠand	 ﾠhence	 ﾠhave	 ﾠfewer	 ﾠmessage	 ﾠretrieval	 ﾠ
calls,	 ﾠwhose	 ﾠprices	 ﾠvary	 ﾠbetween	 ﾠproviders.	 ﾠ
Researchers	 ﾠtrying	 ﾠto	 ﾠinfer	 ﾠoptimal	 ﾠchoices	 ﾠin	 ﾠthis	 ﾠcontext	 ﾠideally	 ﾠshould	 ﾠ
model	 ﾠwhat	 ﾠusage	 ﾠvariance	 ﾠthe	 ﾠconsumers	 ﾠought	 ﾠto	 ﾠbe	 ﾠexpecting	 ﾠgiven	 ﾠtheir	 ﾠ	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particular	 ﾠkinds	 ﾠof	 ﾠdemographic	 ﾠand	 ﾠlifestyle	 ﾠcharacteristics.	 ﾠTo	 ﾠderive	 ﾠthese	 ﾠ
‘rational	 ﾠexpectations’,	 ﾠresearchers	 ﾠmight	 ﾠask	 ﾠconsumers	 ﾠquestions	 ﾠabout	 ﾠtheir	 ﾠ
intentions	 ﾠand	 ﾠhopes	 ﾠduring	 ﾠthe	 ﾠnext	 ﾠyear	 ﾠor	 ﾠtwo	 ﾠand	 ﾠthen	 ﾠengage	 ﾠin	 ﾠresearch	 ﾠ
about	 ﾠthe	 ﾠprobabilities	 ﾠof	 ﾠtheir	 ﾠhopes	 ﾠbeing	 ﾠrealized..	 ﾠFor	 ﾠexample,	 ﾠwe	 ﾠmight	 ﾠ
have	 ﾠattempted	 ﾠto	 ﾠfind	 ﾠout	 ﾠthe	 ﾠprobability	 ﾠdistribution	 ﾠfor	 ﾠsuccess	 ﾠin	 ﾠforming	 ﾠ
new	 ﾠrelationships	 ﾠat	 ﾠparticular	 ﾠspeeds	 ﾠvia	 ﾠonline	 ﾠdating.	 ﾠBut	 ﾠproposing	 ﾠto	 ﾠquiz	 ﾠ
subjects	 ﾠabout	 ﾠtheir	 ﾠprivate	 ﾠlives	 ﾠmight	 ﾠhave	 ﾠprevented	 ﾠethical	 ﾠclearance	 ﾠand	 ﾠif	 ﾠ
such	 ﾠquestions	 ﾠhad	 ﾠbeen	 ﾠapproved	 ﾠmaking	 ﾠuse	 ﾠof	 ﾠthe	 ﾠadditional	 ﾠdata	 ﾠwould	 ﾠhave	 ﾠ
required	 ﾠa	 ﾠfar	 ﾠwider	 ﾠrange	 ﾠof	 ﾠlifestyle	 ﾠresearch	 ﾠthan	 ﾠwe	 ﾠhad	 ﾠresources	 ﾠto	 ﾠ
undertake.	 ﾠMoreover,	 ﾠaggregate	 ﾠprobability	 ﾠdata	 ﾠwould	 ﾠoften	 ﾠpoorly	 ﾠ
approximate	 ﾠwhat	 ﾠindividuals	 ﾠwith	 ﾠparticular	 ﾠcapabilities	 ﾠshould	 ﾠexpect	 ﾠ
regarding	 ﾠhoped-ﾭ‐for	 ﾠchanges	 ﾠof	 ﾠcircumstances.	 ﾠIn	 ﾠany	 ﾠcase,	 ﾠa	 ﾠquestionnaire	 ﾠthat	 ﾠ
tried	 ﾠto	 ﾠuncover	 ﾠsubjects’	 ﾠexpected	 ﾠmain	 ﾠreasons	 ﾠfor	 ﾠusing	 ﾠtheir	 ﾠmobile	 ﾠphones	 ﾠ
and	 ﾠtheir	 ﾠprobability	 ﾠdistributions	 ﾠfor	 ﾠtheses	 ﾠuses	 ﾠwould	 ﾠhave	 ﾠbeen	 ﾠ
unreasonably	 ﾠcomplicated.	 ﾠ	 ﾠ
In	 ﾠpractice,	 ﾠwe	 ﾠonly	 ﾠhad	 ﾠspace	 ﾠto	 ﾠask	 ﾠabout	 ﾠsubjects’	 ﾠtypical	 ﾠmonthly	 ﾠ
spending	 ﾠand	 ﾠusage	 ﾠrates	 ﾠof	 ﾠproducts	 ﾠon	 ﾠtheir	 ﾠcurrent	 ﾠservice	 ﾠplan,	 ﾠand	 ﾠthe	 ﾠ
biggest	 ﾠbill	 ﾠthey	 ﾠcould	 ﾠrecall	 ﾠreceiving	 ﾠover	 ﾠthe	 ﾠpreceding	 ﾠtwelve	 ﾠmonths.	 ﾠBut	 ﾠwe	 ﾠ
remained	 ﾠdetermined	 ﾠnot	 ﾠto	 ﾠabandon	 ﾠour	 ﾠhopes	 ﾠof	 ﾠtaking	 ﾠaccount	 ﾠof	 ﾠvariance,	 ﾠ
given	 ﾠthe	 ﾠdifficulty	 ﾠmany	 ﾠconsumers	 ﾠhave	 ﾠin	 ﾠmaking	 ﾠsense	 ﾠof	 ﾠ‘cap’-ﾭ‐based	 ﾠplans,	 ﾠ
and	 ﾠtheir	 ﾠconcern	 ﾠabout	 ﾠunexpectedly	 ﾠlarge	 ﾠbills.	 ﾠAs	 ﾠa	 ﾠbasic	 ﾠmeasure	 ﾠof	 ﾠ
vulnerability,	 ﾠwe	 ﾠcould	 ﾠplug	 ﾠthe	 ﾠanswers	 ﾠabout	 ﾠ‘typical	 ﾠmonthly	 ﾠusage’	 ﾠof	 ﾠvarious	 ﾠ
services	 ﾠfrom	 ﾠthose	 ﾠwho	 ﾠused	 ﾠ‘cap’-ﾭ‐based	 ﾠplans	 ﾠinto	 ﾠthe	 ﾠparameters	 ﾠof	 ﾠtheir	 ﾠ
chosen	 ﾠplan	 ﾠand	 ﾠsee	 ﾠwhat	 ﾠpercentage	 ﾠof	 ﾠtheir	 ﾠplan’s	 ﾠ‘included	 ﾠvalue’	 ﾠthey	 ﾠmight	 ﾠ
typically	 ﾠuse.	 ﾠBetter	 ﾠstill,	 ﾠwe	 ﾠwere	 ﾠable	 ﾠto	 ﾠsimulate	 ﾠtheir	 ﾠvulnerability	 ﾠstatistically	 ﾠ	 ﾠ 18	 ﾠ
by	 ﾠexamining	 ﾠthe	 ﾠimpact	 ﾠon	 ﾠtheir	 ﾠbills	 ﾠof	 ﾠa	 ﾠseries	 ﾠof	 ﾠrandom	 ﾠdraws	 ﾠfrom	 ﾠboth	 ﾠ
normally	 ﾠand	 ﾠrightward-ﾭ‐skewed	 ﾠdistributions	 ﾠaround	 ﾠtheir	 ﾠmonthly	 ﾠmean	 ﾠusage	 ﾠ
rates.	 ﾠThis	 ﾠwas	 ﾠa	 ﾠvery	 ﾠcost-ﾭ‐effective	 ﾠsolution	 ﾠto	 ﾠour	 ﾠdata	 ﾠproblem	 ﾠand	 ﾠwe	 ﾠbelieve	 ﾠ
it	 ﾠinsulated	 ﾠus	 ﾠfrom	 ﾠthe	 ﾠrisks	 ﾠof	 ﾠrespondent	 ﾠsuccumbing	 ﾠto	 ﾠheuristics	 ﾠand	 ﾠbiases	 ﾠ
if	 ﾠasked	 ﾠto	 ﾠreport	 ﾠon	 ﾠor	 ﾠestimate	 ﾠtheir	 ﾠusage	 ﾠvariability.	 ﾠ
	 ﾠ
Bundling	 ﾠ
We	 ﾠasked	 ﾠour	 ﾠrespondents	 ﾠquestions	 ﾠabout	 ﾠthe	 ﾠset	 ﾠof	 ﾠtelecommunications	 ﾠ
technologies	 ﾠthey	 ﾠused,	 ﾠwhich	 ﾠones	 ﾠcame	 ﾠfrom	 ﾠthe	 ﾠsame	 ﾠprovider	 ﾠas	 ﾠtheir	 ﾠmobile	 ﾠ
phone	 ﾠservice,	 ﾠand	 ﾠwhether	 ﾠthey	 ﾠreceived	 ﾠa	 ﾠdiscount	 ﾠfor	 ﾠbundling	 ﾠtheir	 ﾠmobile	 ﾠ
phone	 ﾠservice	 ﾠwith	 ﾠanother	 ﾠkind	 ﾠof	 ﾠservice	 ﾠthat	 ﾠtheir	 ﾠprovider	 ﾠoffered.	 ﾠ	 ﾠHowever,	 ﾠ
we	 ﾠdid	 ﾠnot	 ﾠtake	 ﾠup	 ﾠtheir	 ﾠtime	 ﾠby	 ﾠasking	 ﾠhow	 ﾠmuch	 ﾠthey	 ﾠsaved	 ﾠvia	 ﾠbundling	 ﾠas	 ﾠwe	 ﾠ
expected	 ﾠto	 ﾠbe	 ﾠable	 ﾠto	 ﾠinfer	 ﾠthis	 ﾠfrom	 ﾠthe	 ﾠproviders’	 ﾠwebsites.	 ﾠIn	 ﾠmany	 ﾠcases	 ﾠthis	 ﾠ
was	 ﾠindeed	 ﾠpossible,	 ﾠas	 ﾠbundling	 ﾠdiscounts	 ﾠwere	 ﾠof	 ﾠfixed	 ﾠamounts,	 ﾠbut	 ﾠit	 ﾠturned	 ﾠ
out	 ﾠthat	 ﾠsome	 ﾠcompanies	 ﾠoffered	 ﾠbundling	 ﾠdiscounts	 ﾠas	 ﾠa	 ﾠpercentage	 ﾠof	 ﾠthe	 ﾠtotal	 ﾠ
bill	 ﾠfor	 ﾠthe	 ﾠbundled	 ﾠservices.	 ﾠIn	 ﾠsuch	 ﾠcases,	 ﾠall	 ﾠwe	 ﾠcould	 ﾠdo	 ﾠwas	 ﾠto	 ﾠassume	 ﾠthat	 ﾠ
the	 ﾠfraction	 ﾠof	 ﾠthe	 ﾠtotal	 ﾠbill	 ﾠthat	 ﾠcame	 ﾠfrom	 ﾠmobile	 ﾠphone	 ﾠuse	 ﾠwas	 ﾠthe	 ﾠinverse	 ﾠof	 ﾠ
the	 ﾠnumber	 ﾠof	 ﾠservices	 ﾠthat	 ﾠwere	 ﾠbundled	 ﾠtogether	 ﾠand	 ﾠthen	 ﾠinfer	 ﾠthe	 ﾠdiscount	 ﾠ
via	 ﾠthe	 ﾠanswer	 ﾠgiven	 ﾠfor	 ﾠthe	 ﾠtypical	 ﾠmonthly	 ﾠoutlay	 ﾠon	 ﾠmobile	 ﾠphone	 ﾠservices.	 ﾠ
	 ﾠ
4.	 ﾠ Gathering	 ﾠand	 ﾠinterpreting	 ﾠinformation	 ﾠon	 ﾠrival	 ﾠproducts	 ﾠ
When	 ﾠwe	 ﾠstarted	 ﾠto	 ﾠcompile	 ﾠa	 ﾠdatabase	 ﾠof	 ﾠAustralian	 ﾠmobile	 ﾠphone	 ﾠplans	 ﾠwe	 ﾠhad	 ﾠ
a	 ﾠstrong	 ﾠsense	 ﾠthat	 ﾠAustralian	 ﾠconsumers	 ﾠface	 ﾠmuch	 ﾠmore	 ﾠcomplex	 ﾠchoices	 ﾠin	 ﾠ
this	 ﾠarea	 ﾠthan	 ﾠtheir	 ﾠcounterparts	 ﾠin,	 ﾠNorth	 ﾠAmerica,	 ﾠthe	 ﾠUK	 ﾠand	 ﾠNew	 ﾠZealand,	 ﾠbut	 ﾠ	 ﾠ 19	 ﾠ
we	 ﾠhad	 ﾠno	 ﾠidea	 ﾠthat	 ﾠtheir	 ﾠchoice	 ﾠset	 ﾠwas	 ﾠquite	 ﾠas	 ﾠenormous	 ﾠas	 ﾠit	 ﾠturned	 ﾠout	 ﾠto	 ﾠbe.	 ﾠ
First,	 ﾠwe	 ﾠhad	 ﾠto	 ﾠfind	 ﾠout	 ﾠwho	 ﾠthe	 ﾠproviders	 ﾠwere.	 ﾠ	 ﾠ
By	 ﾠlaw,	 ﾠany	 ﾠfirm	 ﾠthat	 ﾠsupplies	 ﾠtelecommunications	 ﾠservices	 ﾠto	 ﾠsmall	 ﾠ
businesses	 ﾠand	 ﾠconsumers	 ﾠin	 ﾠAustralia	 ﾠis	 ﾠrequired	 ﾠto	 ﾠjoin	 ﾠthe	 ﾠ
Telecommunications	 ﾠIndustry	 ﾠOmbudsman	 ﾠ(TIO),	 ﾠthe	 ﾠindependent	 ﾠagency	 ﾠthat	 ﾠ
handles	 ﾠcustomer	 ﾠcomplaints.	 ﾠA	 ﾠlist	 ﾠof	 ﾠTIO	 ﾠmembers	 ﾠseemed	 ﾠthe	 ﾠobvious	 ﾠstarting	 ﾠ
point	 ﾠin	 ﾠour	 ﾠattempt	 ﾠto	 ﾠbuild	 ﾠa	 ﾠcomprehensive	 ﾠlist	 ﾠof	 ﾠproviders.	 ﾠHowever,	 ﾠwith	 ﾠ
TIO	 ﾠmembership	 ﾠrunning	 ﾠto	 ﾠwell	 ﾠover	 ﾠ1500	 ﾠfirms	 ﾠand	 ﾠits	 ﾠwebsite’s	 ﾠlist	 ﾠnot	 ﾠ
classifying	 ﾠthem	 ﾠaccording	 ﾠto	 ﾠwhich	 ﾠkinds	 ﾠof	 ﾠtelecommunications	 ﾠservices	 ﾠthey	 ﾠ
offered,	 ﾠa	 ﾠglobal	 ﾠsearch	 ﾠof	 ﾠits	 ﾠmembership	 ﾠlist	 ﾠto	 ﾠfind	 ﾠlinks	 ﾠto	 ﾠprovider	 ﾠwebsites	 ﾠ
seemed	 ﾠsomething	 ﾠworth	 ﾠavoiding.	 ﾠ
	 ﾠ The	 ﾠnatural	 ﾠalternative	 ﾠstarting	 ﾠpoint	 ﾠwas	 ﾠto	 ﾠtry	 ﾠto	 ﾠfind	 ﾠa	 ﾠwebsite	 ﾠof	 ﾠthe	 ﾠ
kind	 ﾠthat	 ﾠa	 ﾠconsumer	 ﾠmight	 ﾠuse	 ﾠif	 ﾠventuring	 ﾠinto	 ﾠthe	 ﾠ‘market	 ﾠfor	 ﾠpreferences’,	 ﾠ
that	 ﾠlisted	 ﾠplans	 ﾠand	 ﾠtheir	 ﾠdetails	 ﾠand	 ﾠprovided	 ﾠa	 ﾠplan	 ﾠranking	 ﾠservice.	 ﾠThe	 ﾠmost	 ﾠ
comprehensive	 ﾠexample	 ﾠof	 ﾠsuch	 ﾠa	 ﾠservice	 ﾠappeared	 ﾠto	 ﾠbe	 ﾠthe	 ﾠmobiles	 ﾠsection	 ﾠof	 ﾠ
www.phonechoice.com.au,	 ﾠwhose	 ﾠlist	 ﾠof	 ﾠavailable	 ﾠplans	 ﾠruns	 ﾠ(as	 ﾠof	 ﾠ29	 ﾠSeptember	 ﾠ
2011)	 ﾠto	 ﾠ38	 ﾠscreens	 ﾠand	 ﾠcontains	 ﾠsixteen	 ﾠcolumns	 ﾠof	 ﾠdata	 ﾠabout	 ﾠeach	 ﾠplan.	 ﾠ	 ﾠThis	 ﾠ
website	 ﾠallows	 ﾠconsumers	 ﾠto	 ﾠinput	 ﾠdetails	 ﾠof	 ﾠtheir	 ﾠmonthly	 ﾠusage	 ﾠpatterns	 ﾠand	 ﾠ
will	 ﾠcalculate	 ﾠand	 ﾠdisplay	 ﾠthe	 ﾠtwenty	 ﾠcheapest	 ﾠoptions.	 ﾠGiven	 ﾠthis,	 ﾠan	 ﾠobvious	 ﾠ
question	 ﾠis	 ﾠwhy	 ﾠwe	 ﾠbothered	 ﾠto	 ﾠcompile	 ﾠour	 ﾠown	 ﾠspreadsheet	 ﾠof	 ﾠdetails	 ﾠof	 ﾠ
available	 ﾠplans	 ﾠwith	 ﾠa	 ﾠview	 ﾠto	 ﾠprogramming	 ﾠit	 ﾠto	 ﾠwork	 ﾠout	 ﾠrankings	 ﾠof	 ﾠplans	 ﾠfor	 ﾠ
the	 ﾠconsumers	 ﾠwho	 ﾠprovided	 ﾠus	 ﾠwith	 ﾠtheir	 ﾠusage	 ﾠdata.	 ﾠ	 ﾠ
With	 ﾠa	 ﾠlower	 ﾠbudget,	 ﾠwe	 ﾠmight	 ﾠindeed	 ﾠhave	 ﾠrelied	 ﾠupon	 ﾠthis	 ﾠmarket	 ﾠ
institution	 ﾠand	 ﾠinvestigated	 ﾠthe	 ﾠX-ﾭ‐inefficiency	 ﾠof	 ﾠsampled	 ﾠconsumers	 ﾠby	 ﾠ
obtaining	 ﾠfrom	 ﾠthem	 ﾠthe	 ﾠdata	 ﾠit	 ﾠrequests	 ﾠand	 ﾠthen	 ﾠcomparing	 ﾠits	 ﾠ	 ﾠ 20	 ﾠ
recommendations	 ﾠwith	 ﾠtheir	 ﾠactual	 ﾠchoices.	 ﾠHowever,	 ﾠthere	 ﾠwere	 ﾠseveral	 ﾠ
reasons	 ﾠwhy	 ﾠit	 ﾠseemed	 ﾠat	 ﾠthe	 ﾠtime	 ﾠto	 ﾠbe	 ﾠa	 ﾠgood	 ﾠidea	 ﾠto	 ﾠmake	 ﾠa	 ﾠsubstantial	 ﾠ
investment	 ﾠin	 ﾠcompiling	 ﾠand	 ﾠprogramming	 ﾠour	 ﾠown	 ﾠversion:	 ﾠ
	 ﾠ
•  At	 ﾠthe	 ﾠtime	 ﾠwe	 ﾠdesigned	 ﾠthe	 ﾠproject,	 ﾠthe	 ﾠPhonechoice	 ﾠwebsite	 ﾠdid	 ﾠnot	 ﾠallow	 ﾠ
consumers	 ﾠto	 ﾠseek	 ﾠrankings	 ﾠof	 ﾠproducts	 ﾠon	 ﾠthe	 ﾠbasis	 ﾠof	 ﾠdetailed	 ﾠinformation	 ﾠ
about	 ﾠtheir	 ﾠtypical	 ﾠpatterns	 ﾠof	 ﾠusage;	 ﾠrather,	 ﾠit	 ﾠoffered	 ﾠrankings	 ﾠbased	 ﾠupon	 ﾠ
which	 ﾠof	 ﾠfour	 ﾠbroad	 ﾠcategory	 ﾠof	 ﾠ‘average	 ﾠuser’	 ﾠ(low,	 ﾠmedium,	 ﾠhigh,	 ﾠand	 ﾠ
university	 ﾠstudent)	 ﾠthe	 ﾠconsumer	 ﾠthought	 ﾠbest	 ﾠmatched	 ﾠtheir	 ﾠown	 ﾠpattern	 ﾠof	 ﾠ
usage.	 ﾠWe	 ﾠwanted	 ﾠto	 ﾠget	 ﾠa	 ﾠfiner-ﾭ‐grained	 ﾠview	 ﾠof	 ﾠhow	 ﾠefficiently	 ﾠour	 ﾠ
respondents	 ﾠwere	 ﾠchoosing.	 ﾠ
•  The	 ﾠPhonechoice	 ﾠwebsite	 ﾠonly	 ﾠprovides	 ﾠresults	 ﾠfor	 ﾠthe	 ﾠtop	 ﾠtwenty	 ﾠcheapest	 ﾠ
plans	 ﾠfor	 ﾠany	 ﾠgiven	 ﾠuser	 ﾠprofile,	 ﾠwhereas	 ﾠrespondents’	 ﾠactual	 ﾠplans	 ﾠmight	 ﾠbe	 ﾠ
outside	 ﾠthe	 ﾠtop	 ﾠtwenty.	 ﾠIt	 ﾠwould	 ﾠthus	 ﾠbe	 ﾠdifficult	 ﾠto	 ﾠgauge	 ﾠthe	 ﾠextent	 ﾠof	 ﾠ
mismatch	 ﾠbetween	 ﾠrespondents’	 ﾠreported	 ﾠtypical	 ﾠmonthly	 ﾠexpenditure	 ﾠand	 ﾠ
what	 ﾠtheir	 ﾠreported	 ﾠusage	 ﾠrates	 ﾠimplied,	 ﾠor	 ﾠto	 ﾠdiscern	 ﾠanything	 ﾠabout	 ﾠ
clustering	 ﾠof	 ﾠplans.	 ﾠ
•  Though	 ﾠthe	 ﾠPhonechoice	 ﾠwebsite	 ﾠeventually	 ﾠsupplemented	 ﾠits	 ﾠoriginal	 ﾠfour-ﾭ‐
stereotypes	 ﾠbill	 ﾠestimation	 ﾠservice	 ﾠby	 ﾠintroduced	 ﾠa	 ﾠbill	 ﾠestimating	 ﾠservice	 ﾠfor	 ﾠ
individual	 ﾠuser	 ﾠpatterns,	 ﾠit	 ﾠcontinued	 ﾠonly	 ﾠallow	 ﾠto	 ﾠconsumers	 ﾠto	 ﾠinput	 ﾠtheir	 ﾠ
typical	 ﾠmonthly	 ﾠusage.	 ﾠOur	 ﾠstatistical	 ﾠapproach	 ﾠto	 ﾠdealing	 ﾠwith	 ﾠusage	 ﾠ
variance	 ﾠwould	 ﾠhave	 ﾠbeen	 ﾠunworkable	 ﾠif	 ﾠwe	 ﾠhad	 ﾠto	 ﾠenter	 ﾠall	 ﾠthe	 ﾠdata	 ﾠand	 ﾠ
record	 ﾠthe	 ﾠresults	 ﾠmanually	 ﾠfor	 ﾠ24	 ﾠmonths’	 ﾠworth	 ﾠof	 ﾠrandom	 ﾠdraws	 ﾠfor	 ﾠeach	 ﾠ
of	 ﾠthe	 ﾠdistributions	 ﾠfor	 ﾠeach	 ﾠrespondent.	 ﾠMoreover,	 ﾠhaving	 ﾠresults	 ﾠlimited	 ﾠto	 ﾠ	 ﾠ 21	 ﾠ
the	 ﾠtop	 ﾠtwenty	 ﾠplans	 ﾠcould	 ﾠhave	 ﾠproved	 ﾠproblematic	 ﾠif	 ﾠplans	 ﾠmoved	 ﾠin	 ﾠand	 ﾠ
out	 ﾠof	 ﾠthe	 ﾠtop	 ﾠtwenty	 ﾠfor	 ﾠeach	 ﾠuser	 ﾠunder	 ﾠdifferent	 ﾠusage	 ﾠrates.	 ﾠ
•  The	 ﾠPhonechoice	 ﾠwebsite	 ﾠignored	 ﾠinternational	 ﾠservice	 ﾠuse	 ﾠcompletely	 ﾠand	 ﾠ
the	 ﾠimpact	 ﾠof	 ﾠ‘add-ﾭ‐ons’	 ﾠthat	 ﾠsome	 ﾠplans	 ﾠoffer.	 ﾠ
•  We	 ﾠdid	 ﾠnot	 ﾠknow	 ﾠhow	 ﾠcomplete	 ﾠor	 ﾠup	 ﾠto	 ﾠdate	 ﾠthe	 ﾠPhonechoice	 ﾠwebsite	 ﾠwas.	 ﾠIf	 ﾠ
any	 ﾠplans	 ﾠwere	 ﾠmissing	 ﾠthese	 ﾠwould	 ﾠneed	 ﾠto	 ﾠbe	 ﾠrecorded	 ﾠand	 ﾠprogrammed	 ﾠ
separately.	 ﾠ	 ﾠ
•  If	 ﾠwe	 ﾠcould	 ﾠconstruct	 ﾠa	 ﾠbetter	 ﾠdatabase	 ﾠand	 ﾠcalculating	 ﾠengine,	 ﾠwe	 ﾠwould	 ﾠbe	 ﾠ
able	 ﾠto	 ﾠglean	 ﾠsome	 ﾠindication	 ﾠof	 ﾠhow	 ﾠwell	 ﾠthe	 ﾠPhonechoice	 ﾠwebsite	 ﾠserved	 ﾠ
consumers	 ﾠas	 ﾠa	 ﾠmarket	 ﾠinstitution	 ﾠ(though	 ﾠbecause	 ﾠof	 ﾠthe	 ﾠmarket	 ﾠflux	 ﾠ
discussed	 ﾠin	 ﾠsection	 ﾠ5,	 ﾠthis	 ﾠwas	 ﾠan	 ﾠarea	 ﾠin	 ﾠwhich	 ﾠwe	 ﾠwere	 ﾠover-ﾭ‐optimistic).	 ﾠ
•  Even	 ﾠif	 ﾠwe	 ﾠlimited	 ﾠourselves	 ﾠto	 ﾠusing	 ﾠthe	 ﾠPhonechoice	 ﾠdataset,	 ﾠwe	 ﾠwould	 ﾠstill	 ﾠ
need	 ﾠto	 ﾠprogramme	 ﾠour	 ﾠown	 ﾠcalculating	 ﾠengine	 ﾠto	 ﾠcheck	 ﾠthe	 ﾠaccuracy	 ﾠof	 ﾠthe	 ﾠ
Phonechoice	 ﾠrankings	 ﾠ(for	 ﾠexample,	 ﾠwhether	 ﾠPhonechoicey	 ﾠwere	 ﾠactually	 ﾠ
taking	 ﾠaccount	 ﾠof	 ﾠadd-ﾭ‐on	 ﾠoption	 ﾠoffered	 ﾠby	 ﾠsome	 ﾠplans	 ﾠdespite	 ﾠnot	 ﾠlisting	 ﾠ
them).	 ﾠWe	 ﾠalso	 ﾠneeded	 ﾠour	 ﾠown	 ﾠcalculating	 ﾠengine	 ﾠfor	 ﾠdoing	 ﾠsimulation	 ﾠwork	 ﾠ
regarding	 ﾠthe	 ﾠreliability	 ﾠof	 ﾠa	 ﾠvariety	 ﾠof	 ﾠreasonable-ﾭ‐looking	 ﾠdecision	 ﾠrules	 ﾠand	 ﾠ
for	 ﾠtrawling	 ﾠthe	 ﾠset	 ﾠof	 ﾠplans	 ﾠto	 ﾠdiscover	 ﾠcompletely	 ﾠdominated	 ﾠplans	 ﾠand	 ﾠ
plans	 ﾠthat	 ﾠwould	 ﾠonly	 ﾠever	 ﾠbe	 ﾠchosen	 ﾠby	 ﾠconsumers	 ﾠwith	 ﾠpeculiar	 ﾠusage	 ﾠ
profiles	 ﾠthat	 ﾠwere	 ﾠunlike	 ﾠany	 ﾠof	 ﾠthose	 ﾠin	 ﾠour	 ﾠsample	 ﾠand	 ﾠwhich	 ﾠmight	 ﾠindicate	 ﾠ
attempts	 ﾠto	 ﾠoverload	 ﾠconsumers	 ﾠwith	 ﾠpointless	 ﾠoptions.	 ﾠ
	 ﾠ
Thus	 ﾠalthough	 ﾠthe	 ﾠPhonechoice	 ﾠwebsite	 ﾠprovided	 ﾠa	 ﾠconvenient	 ﾠstarting	 ﾠpoint	 ﾠin	 ﾠ
building	 ﾠour	 ﾠdatabase,	 ﾠwe	 ﾠcontinued	 ﾠperiodically	 ﾠto	 ﾠundertake	 ﾠGoogle	 ﾠsearches	 ﾠ
to	 ﾠsee	 ﾠif	 ﾠany	 ﾠadditional	 ﾠproviders	 ﾠcould	 ﾠbe	 ﾠfound.	 ﾠQuite	 ﾠa	 ﾠnumber,	 ﾠsuch	 ﾠas	 ﾠSEQ	 ﾠ	 ﾠ 22	 ﾠ
Community	 ﾠTelco,	 ﾠLocall	 ﾠAustralis,	 ﾠKoscom	 ﾠand	 ﾠSouthern	 ﾠCross	 ﾠTelco,	 ﾠwere	 ﾠ
discovered	 ﾠthis	 ﾠway,	 ﾠin	 ﾠsome	 ﾠcases	 ﾠbeyond	 ﾠthe	 ﾠ25th	 ﾠpage	 ﾠof	 ﾠGoogle’s	 ﾠsearch	 ﾠ
results.	 ﾠWith	 ﾠhindsight,	 ﾠa	 ﾠfurther	 ﾠcase	 ﾠfor	 ﾠconstructing	 ﾠour	 ﾠown	 ﾠdatabase	 ﾠbecame	 ﾠ
apparent:	 ﾠthe	 ﾠimpossibility	 ﾠof	 ﾠdownloading	 ﾠthe	 ﾠPhonechoice	 ﾠwebsite	 ﾠwould	 ﾠhave	 ﾠ
caused	 ﾠmajor	 ﾠproblems	 ﾠfor	 ﾠour	 ﾠwork	 ﾠthe	 ﾠlonger	 ﾠwe	 ﾠneeded	 ﾠto	 ﾠuse	 ﾠit,	 ﾠdue	 ﾠto	 ﾠplans	 ﾠ
being	 ﾠintroduced,	 ﾠamended	 ﾠor	 ﾠdiscontinued	 ﾠ(see	 ﾠfurther,	 ﾠsection	 ﾠ5).	 ﾠ	 ﾠ
	 ﾠ Getting	 ﾠdetails	 ﾠof	 ﾠplans	 ﾠfrom	 ﾠthe	 ﾠproviders	 ﾠoften	 ﾠproved	 ﾠvery	 ﾠtime-ﾭ‐
consuming,	 ﾠor	 ﾠeven	 ﾠimpossible,	 ﾠwhen	 ﾠwe	 ﾠwanted	 ﾠto	 ﾠgo	 ﾠbeyond	 ﾠ(or	 ﾠmerely	 ﾠ
confirm)	 ﾠthe	 ﾠdata	 ﾠlisted	 ﾠat	 ﾠthe	 ﾠPhonechoice	 ﾠwebsite.	 ﾠWe	 ﾠthus	 ﾠbegan	 ﾠto	 ﾠget	 ﾠa	 ﾠvery	 ﾠ
clear	 ﾠidea	 ﾠof	 ﾠwhat	 ﾠconsumers	 ﾠwere	 ﾠup	 ﾠagainst.	 ﾠFor	 ﾠa	 ﾠfew	 ﾠcompanies	 ﾠ(notably	 ﾠ
Koscom,	 ﾠSimplicity	 ﾠand	 ﾠTPG)	 ﾠit	 ﾠwas	 ﾠnot	 ﾠobvious	 ﾠeven	 ﾠwhether	 ﾠtheir	 ﾠplans	 ﾠwere	 ﾠ
pre-ﾭ‐paid	 ﾠor	 ﾠpost	 ﾠpaid	 ﾠand	 ﾠthese	 ﾠfirms	 ﾠhad	 ﾠto	 ﾠbe	 ﾠcalled	 ﾠor	 ﾠemailed	 ﾠto	 ﾠget	 ﾠ
clarification.	 ﾠTPG	 ﾠclaimed	 ﾠon	 ﾠtheir	 ﾠwebsite	 ﾠthat	 ﾠtheir	 ﾠplans	 ﾠwere	 ﾠneither	 ﾠpre-ﾭ‐paid	 ﾠ
nor	 ﾠpost-ﾭ‐paid	 ﾠbut	 ﾠwhen	 ﾠwe	 ﾠcalled	 ﾠthem	 ﾠwe	 ﾠwere	 ﾠadvised	 ﾠthat	 ﾠthey	 ﾠconsidered	 ﾠ
their	 ﾠplans	 ﾠto	 ﾠbe	 ﾠpost-ﾭ‐paid.	 ﾠTelstra,	 ﾠthe	 ﾠlargest	 ﾠprovider,	 ﾠorganizes	 ﾠits	 ﾠretail	 ﾠ
shops	 ﾠon	 ﾠa	 ﾠfranchise	 ﾠmodel	 ﾠbut	 ﾠwas	 ﾠunable	 ﾠto	 ﾠoffer	 ﾠMcDonald’s-ﾭ‐like	 ﾠconsistency	 ﾠ
of	 ﾠservice:	 ﾠfor	 ﾠexample,	 ﾠwhen	 ﾠwe	 ﾠasked	 ﾠstaff	 ﾠat	 ﾠTelstra’s	 ﾠIndooroopilly	 ﾠstore	 ﾠfor	 ﾠa	 ﾠ
paper	 ﾠcopy	 ﾠof	 ﾠtheir	 ﾠplans	 ﾠwe	 ﾠwere	 ﾠtold	 ﾠthat	 ﾠthese	 ﾠwere	 ﾠonly	 ﾠavailable	 ﾠonline,	 ﾠyet	 ﾠ
an	 ﾠinquiry	 ﾠat	 ﾠTelstra’s	 ﾠToowong	 ﾠstore	 ﾠregarding	 ﾠhow	 ﾠto	 ﾠfind	 ﾠsome	 ﾠof	 ﾠtheir	 ﾠplan	 ﾠ
details	 ﾠonline	 ﾠwas	 ﾠaddressed	 ﾠvia	 ﾠa	 ﾠpaper	 ﾠcopy	 ﾠinstead	 ﾠof	 ﾠshowing	 ﾠus	 ﾠhow	 ﾠto	 ﾠ
navigate	 ﾠto	 ﾠthe	 ﾠappropriate	 ﾠpages	 ﾠon	 ﾠthe	 ﾠfirm’s	 ﾠwebsite.	 ﾠ
It	 ﾠprove	 ﾠparticularly	 ﾠdifficult	 ﾠto	 ﾠcompile	 ﾠdetails	 ﾠof	 ﾠcosts	 ﾠrelating	 ﾠto	 ﾠ
message-ﾭ‐bank	 ﾠflag-ﾭ‐fall	 ﾠand	 ﾠmessage	 ﾠretrieval,	 ﾠinternational	 ﾠSMS	 ﾠand	 ﾠMMS	 ﾠand,	 ﾠin	 ﾠ
some	 ﾠcases,	 ﾠwhich	 ﾠnetwork	 ﾠthe	 ﾠsmaller	 ﾠcompanies	 ﾠwere	 ﾠusing	 ﾠ(which	 ﾠwe	 ﾠneed	 ﾠto	 ﾠ
know	 ﾠin	 ﾠorder	 ﾠto	 ﾠdetermine	 ﾠgeographical	 ﾠcoverage).	 ﾠMany	 ﾠhours	 ﾠwere	 ﾠspent	 ﾠ	 ﾠ 23	 ﾠ
calling	 ﾠthe	 ﾠproviders	 ﾠbecause	 ﾠtheir	 ﾠwebsites	 ﾠfailed	 ﾠto	 ﾠgive	 ﾠthe	 ﾠrequired	 ﾠ
information,	 ﾠbeing	 ﾠleft	 ﾠ‘on	 ﾠhold’	 ﾠfor	 ﾠlong	 ﾠperiods,	 ﾠbeing	 ﾠadvised	 ﾠthey	 ﾠwould	 ﾠcall	 ﾠ
back	 ﾠwhen	 ﾠthey	 ﾠhad	 ﾠfound	 ﾠthe	 ﾠinformation	 ﾠand	 ﾠthen	 ﾠhaving	 ﾠto	 ﾠemail	 ﾠto	 ﾠremind	 ﾠ
them	 ﾠwithout	 ﾠgoing	 ﾠthough	 ﾠthe	 ﾠwhole	 ﾠprocess	 ﾠagain.	 ﾠWith	 ﾠsmaller	 ﾠcompanies,	 ﾠ
our	 ﾠcalls	 ﾠwere	 ﾠanswered	 ﾠby	 ﾠrepresentatives	 ﾠwho	 ﾠwere	 ﾠoften	 ﾠvery	 ﾠpoorly	 ﾠtrained,	 ﾠ
even	 ﾠto	 ﾠthe	 ﾠextent	 ﾠof	 ﾠnot	 ﾠknowing	 ﾠwhat	 ﾠthe	 ﾠterm	 ﾠ‘flag-ﾭ‐fall’	 ﾠmeant.	 ﾠMany	 ﾠwere	 ﾠ
unable	 ﾠto	 ﾠprovide	 ﾠa	 ﾠsimple	 ﾠanswer	 ﾠregarding	 ﾠinternational	 ﾠmessaging	 ﾠcharges:	 ﾠ
for	 ﾠexample,	 ﾠPeople	 ﾠTelecom	 ﾠadvised	 ﾠthat	 ﾠthey	 ﾠcould	 ﾠnot	 ﾠsupply	 ﾠrates	 ﾠfor	 ﾠ
international	 ﾠmessaging	 ﾠsince	 ﾠthese	 ﾠvaried	 ﾠdepending	 ﾠon	 ﾠthe	 ﾠcountry	 ﾠand	 ﾠwere	 ﾠ
charged	 ﾠfrom	 ﾠoverseas,	 ﾠwhile	 ﾠthe	 ﾠrepresentative	 ﾠat	 ﾠSimplicity	 ﾠcould	 ﾠnot	 ﾠfind	 ﾠ
details	 ﾠat	 ﾠher	 ﾠoffice	 ﾠand	 ﾠresorted	 ﾠto	 ﾠlooking	 ﾠat	 ﾠthe	 ﾠfirm’s	 ﾠwebsite	 ﾠwhere,	 ﾠlike	 ﾠus,	 ﾠ
she	 ﾠwas	 ﾠunable	 ﾠto	 ﾠfind	 ﾠthem.	 ﾠPossibly	 ﾠthe	 ﾠmost	 ﾠextreme	 ﾠcase	 ﾠwas	 ﾠGreen	 ﾠMobile,	 ﾠ
whose	 ﾠrepresentative	 ﾠrefused	 ﾠto	 ﾠsupply	 ﾠrates	 ﾠfor	 ﾠthese	 ﾠservices	 ﾠunless	 ﾠwe	 ﾠ
provided	 ﾠa	 ﾠGreen	 ﾠMobile	 ﾠcustomer	 ﾠnumber.	 ﾠ
In	 ﾠbuilding	 ﾠthe	 ﾠdatabase	 ﾠthe	 ﾠproblem	 ﾠwas	 ﾠnot	 ﾠmerely	 ﾠthat	 ﾠof	 ﾠcollecting	 ﾠ
information	 ﾠbut	 ﾠalso	 ﾠmaking	 ﾠsense	 ﾠof	 ﾠit.	 ﾠInformation	 ﾠobtained	 ﾠfrom	 ﾠservice	 ﾠ
providers’	 ﾠwebsites	 ﾠoften	 ﾠproved	 ﾠvery	 ﾠdifficult	 ﾠfor	 ﾠus	 ﾠto	 ﾠdecipher	 ﾠso,	 ﾠas	 ﾠ
consumers	 ﾠmight	 ﾠdo,	 ﾠwe	 ﾠasked	 ﾠquestions	 ﾠat	 ﾠproviders’	 ﾠretail	 ﾠoutlets	 ﾠor	 ﾠvia	 ﾠtheir	 ﾠ
call	 ﾠcentres.	 ﾠIf	 ﾠwe	 ﾠwere	 ﾠnot	 ﾠconvinced	 ﾠby	 ﾠthe	 ﾠanswers	 ﾠgiven,	 ﾠwe	 ﾠasked	 ﾠthe	 ﾠ
question	 ﾠagain	 ﾠon	 ﾠanother	 ﾠday	 ﾠto	 ﾠanother	 ﾠrepresentative	 ﾠof	 ﾠthe	 ﾠcompany	 ﾠin	 ﾠ
question	 ﾠand	 ﾠwere	 ﾠprone	 ﾠto	 ﾠreceive	 ﾠa	 ﾠdifferent	 ﾠanswer.	 ﾠOptus,	 ﾠone	 ﾠof	 ﾠthe	 ﾠlargest	 ﾠ
providers,	 ﾠproved	 ﾠparticularly	 ﾠexasperating	 ﾠbecause	 ﾠof	 ﾠthe	 ﾠenormous	 ﾠvariety	 ﾠof	 ﾠ
its	 ﾠplans,	 ﾠcomplex	 ﾠadd-ﾭ‐ons	 ﾠand	 ﾠinconsistent	 ﾠadvice.	 ﾠFor	 ﾠexample,	 ﾠat	 ﾠthe	 ﾠToowong	 ﾠ
Optus	 ﾠstore	 ﾠwe	 ﾠwere	 ﾠinitially	 ﾠadvised	 ﾠthat	 ﾠtheir	 ﾠpre-ﾭ‐paid	 ﾠtop-ﾭ‐up	 ﾠ‘Optus2Optus	 ﾠ
Pre-ﾭ‐Paid	 ﾠMessaging	 ﾠMoney’	 ﾠwas	 ﾠused	 ﾠfor	 ﾠcall	 ﾠtime	 ﾠand	 ﾠnot	 ﾠSMS.	 ﾠ	 ﾠA	 ﾠsecond	 ﾠOptus	 ﾠ	 ﾠ 24	 ﾠ
representative	 ﾠat	 ﾠthis	 ﾠstore	 ﾠsaid,	 ﾠon	 ﾠa	 ﾠdifferent	 ﾠday,	 ﾠthat	 ﾠit	 ﾠwas	 ﾠfor	 ﾠSMS	 ﾠonly	 ﾠas	 ﾠwe	 ﾠ
eventually	 ﾠwere	 ﾠable	 ﾠto	 ﾠconfirm	 ﾠin	 ﾠthe	 ﾠ‘terms	 ﾠand	 ﾠconditions’.	 ﾠLikewise,	 ﾠwe	 ﾠfirst	 ﾠ
were	 ﾠadvised	 ﾠat	 ﾠthe	 ﾠToowong	 ﾠOptus	 ﾠstore	 ﾠthat	 ﾠthe	 ﾠOptus	 ﾠpre-ﾭ‐paid	 ﾠtop-ﾭ‐up	 ﾠ‘Revup	 ﾠ
Friends	 ﾠ$30	 ﾠPre-ﾭ‐paid	 ﾠmoney’	 ﾠwas	 ﾠfor	 ﾠcalling	 ﾠcustomers	 ﾠwith	 ﾠthe	 ﾠexact	 ﾠsame	 ﾠplan	 ﾠ
as	 ﾠthe	 ﾠcaller,	 ﾠbut	 ﾠthis	 ﾠadvice	 ﾠwas	 ﾠcontradicted	 ﾠby	 ﾠanother	 ﾠmember	 ﾠof	 ﾠstaff	 ﾠon	 ﾠa	 ﾠ
subsequent	 ﾠinquiry	 ﾠat	 ﾠthe	 ﾠsame	 ﾠstore.	 ﾠ	 ﾠWhen	 ﾠasking	 ﾠwhat	 ﾠmade	 ﾠthe	 ﾠ‘Revup	 ﾠ
Bonus’	 ﾠand	 ﾠ‘My	 ﾠCredit’	 ﾠadditions	 ﾠdifferent,	 ﾠthis	 ﾠOptus	 ﾠstore	 ﾠadvised	 ﾠus	 ﾠthat,	 ﾠin	 ﾠ
fact,	 ﾠthey	 ﾠwere	 ﾠthe	 ﾠsame	 ﾠthing.	 ﾠMost	 ﾠinfuriating	 ﾠof	 ﾠall	 ﾠwere	 ﾠthe	 ﾠOptus	 ﾠ‘Dollar	 ﾠ
Days’	 ﾠplans,	 ﾠwhich	 ﾠwe	 ﾠfound	 ﾠvery	 ﾠhard	 ﾠto	 ﾠarticulate	 ﾠto	 ﾠeach	 ﾠother,	 ﾠlet	 ﾠalone	 ﾠ
programme	 ﾠinto	 ﾠthe	 ﾠspreadsheet.	 ﾠ
	 ﾠ
5.	 ﾠ The	 ﾠSchumpeterian	 ﾠaspect	 ﾠof	 ﾠthe	 ﾠmobile	 ﾠphone	 ﾠservice	 ﾠmarket	 ﾠ
The	 ﾠsurvey	 ﾠfor	 ﾠthe	 ﾠproject	 ﾠwas	 ﾠadministered	 ﾠonline	 ﾠto	 ﾠa	 ﾠnationwide	 ﾠ
representative	 ﾠsample	 ﾠof	 ﾠ1018	 ﾠsubjects	 ﾠin	 ﾠNovember	 ﾠ2010.	 ﾠBy	 ﾠthat	 ﾠtime	 ﾠwe	 ﾠhad	 ﾠ
obtained	 ﾠdetails	 ﾠof	 ﾠthe	 ﾠproducts	 ﾠoffered	 ﾠby	 ﾠall	 ﾠof	 ﾠthe	 ﾠmain	 ﾠproviders	 ﾠand	 ﾠa	 ﾠlarge	 ﾠ
number	 ﾠof	 ﾠminor	 ﾠplayers.	 ﾠFurther	 ﾠminor	 ﾠplayers	 ﾠcontinued	 ﾠto	 ﾠbe	 ﾠdiscovered	 ﾠinto	 ﾠ
early	 ﾠ2011	 ﾠand	 ﾠrespondents	 ﾠwho	 ﾠused	 ﾠthese	 ﾠwould	 ﾠhave	 ﾠtherefore	 ﾠhad	 ﾠto	 ﾠclick	 ﾠ
‘other’	 ﾠand	 ﾠtype	 ﾠthe	 ﾠnames	 ﾠin	 ﾠrather	 ﾠthan	 ﾠuse	 ﾠthe	 ﾠpull-ﾭ‐down	 ﾠmenus	 ﾠof	 ﾠproviders	 ﾠ
and	 ﾠplans	 ﾠat	 ﾠvarious	 ﾠpoints	 ﾠin	 ﾠthe	 ﾠquestionnaire.	 ﾠ(Of	 ﾠthe	 ﾠ1018	 ﾠrespondents,	 ﾠ931	 ﾠ
listed	 ﾠtheir	 ﾠplan	 ﾠas	 ﾠone	 ﾠfrom	 ﾠthe	 ﾠpull-ﾭ‐down	 ﾠmenu.)	 ﾠHowever,	 ﾠthere	 ﾠwas	 ﾠa	 ﾠvery	 ﾠ
good	 ﾠreason	 ﾠfor	 ﾠrunning	 ﾠthe	 ﾠsurvey	 ﾠbefore	 ﾠwe	 ﾠwere	 ﾠsure	 ﾠwe	 ﾠhad	 ﾠa	 ﾠcomplete	 ﾠlist	 ﾠ
of	 ﾠproviders	 ﾠand	 ﾠproducts:	 ﾠthe	 ﾠset	 ﾠof	 ﾠproducts	 ﾠon	 ﾠoffer	 ﾠkept	 ﾠchanging.	 ﾠ	 ﾠIf	 ﾠwe	 ﾠ
delayed	 ﾠrunning	 ﾠthe	 ﾠsurvey,	 ﾠthe	 ﾠdata	 ﾠthat	 ﾠwe	 ﾠhad	 ﾠalready	 ﾠgathered	 ﾠon	 ﾠexisting	 ﾠ
products	 ﾠwould	 ﾠbecome	 ﾠincreasingly	 ﾠout	 ﾠof	 ﾠdate.	 ﾠ	 ﾠ 25	 ﾠ
This	 ﾠconstant	 ﾠflux	 ﾠis	 ﾠa	 ﾠsign	 ﾠof	 ﾠSchumpeterian	 ﾠ‘creative	 ﾠdestruction’	 ﾠ
(Schumpeter,	 ﾠ1943/1992)	 ﾠand	 ﾠis	 ﾠa	 ﾠconsequence	 ﾠof	 ﾠthe	 ﾠlow	 ﾠset-ﾭ‐up	 ﾠcosts	 ﾠin	 ﾠthis	 ﾠ
sector.	 ﾠFor	 ﾠan	 ﾠincumbent	 ﾠprovider,	 ﾠoffering	 ﾠa	 ﾠnew	 ﾠproduct	 ﾠmay	 ﾠinvolve	 ﾠnothing	 ﾠ
more	 ﾠthan	 ﾠreprogramming	 ﾠparts	 ﾠof	 ﾠits	 ﾠusage-ﾭ‐logging	 ﾠsystem	 ﾠand	 ﾠdeveloping	 ﾠ
some	 ﾠnew	 ﾠwebsite	 ﾠmaterial.	 ﾠFor	 ﾠnew	 ﾠplayers,	 ﾠentry	 ﾠrequires	 ﾠnegotiation	 ﾠof	 ﾠa	 ﾠ
wholesale	 ﾠdeal	 ﾠfor	 ﾠnetwork	 ﾠaccess	 ﾠand	 ﾠcapacity	 ﾠvolume,	 ﾠprogramming	 ﾠthe	 ﾠ
systems	 ﾠfor	 ﾠusage	 ﾠlogging	 ﾠand	 ﾠbilling	 ﾠ(if	 ﾠpost-ﾭ‐paid	 ﾠproducts	 ﾠare	 ﾠoffered)	 ﾠand	 ﾠ
establishing	 ﾠa	 ﾠwebsite,	 ﾠafter	 ﾠwhich	 ﾠno	 ﾠfurther	 ﾠcosts	 ﾠwill	 ﾠnecessarily	 ﾠbe	 ﾠsunk	 ﾠinto	 ﾠ
marketing.	 ﾠThis	 ﾠmeans	 ﾠthat	 ﾠnew	 ﾠruses	 ﾠfor	 ﾠattracting	 ﾠconsumers	 ﾠcan	 ﾠreadily	 ﾠbe	 ﾠ
tried	 ﾠor	 ﾠcopied	 ﾠfrom	 ﾠrivals.	 ﾠ	 ﾠIn	 ﾠshort,	 ﾠthis	 ﾠmarket	 ﾠcam	 ﾠbe	 ﾠviewed	 ﾠas	 ﾠif	 ﾠit	 ﾠis	 ﾠhotly	 ﾠ
contested	 ﾠin	 ﾠthe	 ﾠsense	 ﾠof	 ﾠBaumol,	 ﾠPanzar	 ﾠand	 ﾠWillig	 ﾠ(1982)	 ﾠdespite	 ﾠits	 ﾠlack	 ﾠof	 ﾠ
transparency	 ﾠto	 ﾠusers	 ﾠand	 ﾠthe	 ﾠmajor	 ﾠfixed	 ﾠcosts	 ﾠof	 ﾠtowers	 ﾠand	 ﾠother	 ﾠ
infrastructure	 ﾠfor	 ﾠcompanies	 ﾠthat	 ﾠopt	 ﾠto	 ﾠinvest	 ﾠin	 ﾠtheir	 ﾠown	 ﾠnetwork	 ﾠcapacity.	 ﾠIt	 ﾠ
Some	 ﾠof	 ﾠthe	 ﾠinnovative	 ﾠservice	 ﾠploys	 ﾠare	 ﾠaffected	 ﾠby	 ﾠeven	 ﾠmore	 ﾠobviously	 ﾠ
technology-ﾭ‐based	 ﾠaspects	 ﾠof	 ﾠSchumpeterian	 ﾠcompetition,	 ﾠnamely,	 ﾠthe	 ﾠconstantly	 ﾠ
changing	 ﾠset,	 ﾠand	 ﾠcharacteristics	 ﾠof,	 ﾠthe	 ﾠphones	 ﾠthat	 ﾠmay	 ﾠbe	 ﾠbundled	 ﾠwith	 ﾠservice	 ﾠ
plans.	 ﾠ
Schumpeterian	 ﾠcompetition	 ﾠmakes	 ﾠthis	 ﾠmarket	 ﾠa	 ﾠnightmare	 ﾠfor	 ﾠ
researchers,	 ﾠfor	 ﾠit	 ﾠis	 ﾠpractically	 ﾠimpossible	 ﾠto	 ﾠbe	 ﾠconfident	 ﾠthat	 ﾠone’s	 ﾠdata	 ﾠabout	 ﾠ
available	 ﾠproducts	 ﾠare	 ﾠup	 ﾠto	 ﾠdate	 ﾠat	 ﾠa	 ﾠparticular	 ﾠpoint	 ﾠin	 ﾠtime.	 ﾠUnless	 ﾠchanges	 ﾠin	 ﾠ
product	 ﾠofferings	 ﾠare	 ﾠconspicuously	 ﾠpromoted,	 ﾠthe	 ﾠresearchers	 ﾠhave	 ﾠto	 ﾠkeep	 ﾠ
checking	 ﾠprovider	 ﾠwebsites	 ﾠto	 ﾠsee	 ﾠif	 ﾠthere	 ﾠhave	 ﾠbeen	 ﾠany	 ﾠchanges	 ﾠto	 ﾠthe	 ﾠset	 ﾠof	 ﾠ
offerings	 ﾠor	 ﾠto	 ﾠthe	 ﾠterms	 ﾠand	 ﾠconditions	 ﾠof	 ﾠexisting	 ﾠofferings.	 ﾠWith	 ﾠhundreds	 ﾠof	 ﾠ
different	 ﾠplans	 ﾠand	 ﾠdozens	 ﾠof	 ﾠdifferent	 ﾠmodels	 ﾠof	 ﾠphone	 ﾠbeing	 ﾠoffered,	 ﾠthis	 ﾠis	 ﾠan	 ﾠ
impossible	 ﾠtask.	 ﾠ	 ﾠMergers	 ﾠof	 ﾠlarge	 ﾠproviders,	 ﾠas	 ﾠhappened	 ﾠwith	 ﾠVodafone	 ﾠand	 ﾠ3	 ﾠ	 ﾠ 26	 ﾠ
(Hutchison),	 ﾠand	 ﾠthe	 ﾠadoption	 ﾠof	 ﾠnew	 ﾠbrand	 ﾠnames	 ﾠby	 ﾠsome	 ﾠof	 ﾠthe	 ﾠsmaller	 ﾠ
players,	 ﾠadded	 ﾠto	 ﾠthe	 ﾠneed	 ﾠto	 ﾠbe	 ﾠconstantly	 ﾠalert.	 ﾠ	 ﾠ
We	 ﾠbecame	 ﾠaware	 ﾠof	 ﾠthe	 ﾠflux	 ﾠin	 ﾠthe	 ﾠmarket	 ﾠeven	 ﾠbefore	 ﾠwe	 ﾠhad	 ﾠ
discovered	 ﾠall	 ﾠthe	 ﾠproviders.	 ﾠWhile	 ﾠwe	 ﾠwere	 ﾠentering	 ﾠdata	 ﾠit	 ﾠwas	 ﾠnecessary	 ﾠto	 ﾠ
revisit	 ﾠsome	 ﾠproviders’	 ﾠwebsites	 ﾠto	 ﾠcheck	 ﾠparticular	 ﾠdetails	 ﾠ	 ﾠand	 ﾠthis	 ﾠoften	 ﾠ
revealed	 ﾠthat	 ﾠthings	 ﾠhad	 ﾠchanged.	 ﾠWith	 ﾠthe	 ﾠend-ﾭ‐of-ﾭ‐year	 ﾠholiday	 ﾠseason	 ﾠ
approaching,	 ﾠit	 ﾠwas	 ﾠnecessary	 ﾠto	 ﾠget	 ﾠthe	 ﾠsurvey	 ﾠimplemented	 ﾠno	 ﾠlater	 ﾠthan	 ﾠ
November	 ﾠbefore	 ﾠpanel	 ﾠmembers	 ﾠstarted	 ﾠgoing	 ﾠaway,	 ﾠor	 ﾠdelay	 ﾠit	 ﾠuntil	 ﾠwe	 ﾠwere	 ﾠ
some	 ﾠway	 ﾠinto	 ﾠthe	 ﾠ2011.	 ﾠIf	 ﾠthe	 ﾠproviders	 ﾠunleashed	 ﾠa	 ﾠflood	 ﾠof	 ﾠchanges	 ﾠto	 ﾠtheir	 ﾠ
offerings	 ﾠin	 ﾠthe	 ﾠNew	 ﾠYear,	 ﾠthen	 ﾠthe	 ﾠdata	 ﾠentry	 ﾠwork	 ﾠso	 ﾠfar	 ﾠdone	 ﾠon	 ﾠthe	 ﾠ
spreadsheet	 ﾠwould	 ﾠhave	 ﾠto	 ﾠbe	 ﾠthoroughly	 ﾠchecked,	 ﾠwhich	 ﾠwould	 ﾠbe	 ﾠtantamount	 ﾠ
to	 ﾠstarting	 ﾠfrom	 ﾠscratch.	 ﾠBecause	 ﾠof	 ﾠthis,	 ﾠwe	 ﾠopted	 ﾠto	 ﾠfreeze	 ﾠthe	 ﾠchoice	 ﾠpoint	 ﾠfor	 ﾠ
the	 ﾠproject	 ﾠas	 ﾠapproximately	 ﾠthe	 ﾠend	 ﾠof	 ﾠ2011	 ﾠand	 ﾠrun	 ﾠthe	 ﾠsurvey	 ﾠin	 ﾠNovember.	 ﾠ
During	 ﾠDecember	 ﾠ2010,	 ﾠrather	 ﾠthan	 ﾠcontinuing	 ﾠwith	 ﾠdata	 ﾠentry,	 ﾠwe	 ﾠset	 ﾠabout	 ﾠ
trying	 ﾠto	 ﾠstore	 ﾠall	 ﾠof	 ﾠthe	 ﾠrelevant	 ﾠwebsite	 ﾠpages	 ﾠin	 ﾠoffline	 ﾠform	 ﾠor,	 ﾠwhere	 ﾠthis	 ﾠ
proved	 ﾠproblematic	 ﾠ(for	 ﾠexample,	 ﾠdue	 ﾠto	 ﾠpages	 ﾠthat	 ﾠinvolves	 ﾠFlash	 ﾠcomponents),	 ﾠ
by	 ﾠtaking	 ﾠscreen	 ﾠshots.	 ﾠGiven	 ﾠthat	 ﾠthe	 ﾠdata	 ﾠwere	 ﾠsaved	 ﾠin	 ﾠthis	 ﾠway	 ﾠup	 ﾠto	 ﾠsix	 ﾠ
weeks	 ﾠafter	 ﾠthe	 ﾠsurvey	 ﾠor,	 ﾠwith	 ﾠsome	 ﾠof	 ﾠthe	 ﾠlast	 ﾠcompanies	 ﾠto	 ﾠbe	 ﾠdiscovered,	 ﾠas	 ﾠ
much	 ﾠas	 ﾠa	 ﾠmonth	 ﾠor	 ﾠmore	 ﾠinto	 ﾠ2011,	 ﾠthe	 ﾠset	 ﾠof	 ﾠproducts	 ﾠfor	 ﾠwhich	 ﾠwe	 ﾠcompiled	 ﾠ
data	 ﾠmust	 ﾠ	 ﾠdiffer	 ﾠin	 ﾠsome	 ﾠrespects	 ﾠfrom	 ﾠthe	 ﾠchoice	 ﾠset	 ﾠthat	 ﾠconsumers	 ﾠwould	 ﾠ
have	 ﾠfaced,	 ﾠif	 ﾠfully	 ﾠinformed,	 ﾠat	 ﾠthe	 ﾠtime	 ﾠof	 ﾠour	 ﾠsurvey.	 ﾠ
The	 ﾠinformation	 ﾠthat	 ﾠwe	 ﾠcaptured	 ﾠby	 ﾠthese	 ﾠmeans	 ﾠonly	 ﾠcovered	 ﾠthe	 ﾠ
service	 ﾠplans;	 ﾠit	 ﾠdid	 ﾠnot	 ﾠinclude	 ﾠdetails	 ﾠof	 ﾠwhich	 ﾠphones	 ﾠwere	 ﾠavailable	 ﾠfor	 ﾠeach	 ﾠ
phone-ﾭ‐included	 ﾠpost-ﾭ‐paid	 ﾠplan	 ﾠnor	 ﾠany	 ﾠextra	 ﾠmonthly	 ﾠcharges	 ﾠthat	 ﾠwould	 ﾠbe	 ﾠ
incurred	 ﾠ(or	 ﾠreductions	 ﾠin	 ﾠ‘included	 ﾠvalue’	 ﾠwould	 ﾠoccur)	 ﾠif	 ﾠa	 ﾠparticular	 ﾠphone	 ﾠ	 ﾠ 27	 ﾠ
were	 ﾠselected.	 ﾠWith	 ﾠmajor	 ﾠcompanies	 ﾠeach	 ﾠoffering	 ﾠa	 ﾠcouple	 ﾠof	 ﾠdozen	 ﾠphones	 ﾠ
and,	 ﾠfor	 ﾠany	 ﾠgiven	 ﾠphone,	 ﾠcharging	 ﾠdifferent	 ﾠadd-ﾭ‐on	 ﾠamounts	 ﾠfor	 ﾠdifferent	 ﾠplans,	 ﾠ
we	 ﾠhad	 ﾠneither	 ﾠthe	 ﾠtime	 ﾠto	 ﾠcapture	 ﾠall	 ﾠthe	 ﾠrelevant	 ﾠweb-ﾭ‐pages	 ﾠnor	 ﾠthe	 ﾠresources	 ﾠ
then	 ﾠto	 ﾠprogramme	 ﾠphone-ﾭ‐related	 ﾠcharges	 ﾠfor	 ﾠspecific	 ﾠhandsets	 ﾠinto	 ﾠour	 ﾠ
calculating	 ﾠengine.	 ﾠTo	 ﾠtake	 ﾠaccount	 ﾠof	 ﾠall	 ﾠthe	 ﾠhandset	 ﾠoptions	 ﾠwould,	 ﾠin	 ﾠeffect,	 ﾠ
have	 ﾠcaused	 ﾠmassive	 ﾠgrowth	 ﾠin	 ﾠthe	 ﾠtotal	 ﾠnumber	 ﾠof	 ﾠplans,	 ﾠyet	 ﾠhandsets	 ﾠhad	 ﾠto	 ﾠbe	 ﾠ
taken	 ﾠaccount	 ﾠof	 ﾠone	 ﾠway	 ﾠor	 ﾠanother	 ﾠin	 ﾠorder	 ﾠto	 ﾠcompare	 ﾠplans	 ﾠon	 ﾠa	 ﾠ‘like	 ﾠwith	 ﾠ
like’	 ﾠbasis	 ﾠwhen	 ﾠthey	 ﾠvary	 ﾠnot	 ﾠmerely	 ﾠin	 ﾠterms	 ﾠof	 ﾠmonthly	 ﾠoutlay	 ﾠbut	 ﾠin	 ﾠwhether	 ﾠ
or	 ﾠnot	 ﾠthey	 ﾠincluded	 ﾠa	 ﾠphone	 ﾠand	 ﾠin	 ﾠthe	 ﾠquality	 ﾠof	 ﾠthe	 ﾠphone.	 ﾠWe	 ﾠattempted	 ﾠto	 ﾠ
approximate	 ﾠthe	 ﾠextent	 ﾠto	 ﾠwhich	 ﾠdifferences	 ﾠin	 ﾠmonthly	 ﾠcosts	 ﾠof	 ﾠrival	 ﾠplans	 ﾠwere	 ﾠ
being	 ﾠdriven	 ﾠby	 ﾠdifferences	 ﾠregarding	 ﾠhandsets	 ﾠby	 ﾠestimating	 ﾠtypical	 ﾠmonthly	 ﾠ
costs	 ﾠfor	 ﾠa	 ﾠnumber	 ﾠof	 ﾠbroad	 ﾠcategories	 ﾠof	 ﾠhandsets	 ﾠbased	 ﾠon	 ﾠtypical	 ﾠprices	 ﾠfor	 ﾠ
outright	 ﾠpurchase,	 ﾠdivided	 ﾠby	 ﾠthe	 ﾠnumber	 ﾠof	 ﾠmonths	 ﾠcovered	 ﾠby	 ﾠthe	 ﾠservice	 ﾠ
contract.	 ﾠ	 ﾠ
Even	 ﾠthe	 ﾠestimation	 ﾠof	 ﾠsimple	 ﾠrules	 ﾠsuch	 ﾠas	 ﾠthe	 ﾠcost	 ﾠof	 ﾠa	 ﾠtypical	 ﾠlow-ﾭ‐end	 ﾠ
or	 ﾠhigh-ﾭ‐end	 ﾠ‘smart-ﾭ‐phone’	 ﾠwas	 ﾠbedevilled	 ﾠby	 ﾠSchumpeterian	 ﾠcomplications.	 ﾠFlux	 ﾠ
in	 ﾠthe	 ﾠprices	 ﾠof	 ﾠhandsets	 ﾠmay	 ﾠhave	 ﾠbeen	 ﾠmore	 ﾠdramatic	 ﾠthan	 ﾠin	 ﾠthe	 ﾠprices	 ﾠof	 ﾠ
connection	 ﾠservices	 ﾠduring	 ﾠthe	 ﾠperiod	 ﾠin	 ﾠwhich	 ﾠwe	 ﾠwere	 ﾠcollecting	 ﾠour	 ﾠdata,	 ﾠfor	 ﾠ
this	 ﾠwas	 ﾠthe	 ﾠperiod	 ﾠin	 ﾠwhich	 ﾠthe	 ﾠprices	 ﾠof	 ﾠ‘smart-ﾭ‐phones’	 ﾠcollapsed	 ﾠspectacularly	 ﾠ
and	 ﾠmany	 ﾠof	 ﾠthem	 ﾠwent	 ﾠfrom	 ﾠbeing	 ﾠprovided	 ﾠat	 ﾠsignificant	 ﾠadditional	 ﾠmonthly	 ﾠ
fees	 ﾠto	 ﾠ‘$0	 ﾠupfront’:	 ﾠfor	 ﾠexample,	 ﾠa	 ﾠNokia	 ﾠE71	 ﾠhad	 ﾠa	 ﾠrecommended	 ﾠretail	 ﾠprice	 ﾠof	 ﾠ
AU$709	 ﾠin	 ﾠAugust	 ﾠ2008	 ﾠbut	 ﾠby	 ﾠthe	 ﾠtime	 ﾠof	 ﾠour	 ﾠsurvey	 ﾠin	 ﾠlate	 ﾠ2010	 ﾠit	 ﾠwas	 ﾠ
commonly	 ﾠbeing	 ﾠsupplied	 ﾠunlocked	 ﾠfor	 ﾠAU$249	 ﾠand	 ﾠcould	 ﾠsometimes	 ﾠbe	 ﾠfound	 ﾠ
for	 ﾠas	 ﾠlittle	 ﾠas	 ﾠAU$119	 ﾠin	 ﾠlocked	 ﾠform,	 ﾠthough	 ﾠits	 ﾠlocked	 ﾠprice	 ﾠwas	 ﾠnormally	 ﾠ
AU$179–199.	 ﾠThis	 ﾠcould	 ﾠmean	 ﾠthat	 ﾠsome	 ﾠof	 ﾠour	 ﾠrespondents,	 ﾠwith	 ﾠrecently	 ﾠ	 ﾠ 28	 ﾠ
signed	 ﾠcontracts,	 ﾠwere	 ﾠgetting	 ﾠthe	 ﾠphone	 ﾠat	 ﾠ‘$0	 ﾠupfront’,	 ﾠwhereas	 ﾠothers,	 ﾠwho	 ﾠ
were	 ﾠwell	 ﾠinto	 ﾠ24	 ﾠmonth	 ﾠcontracts,	 ﾠmight	 ﾠhave	 ﾠbeen	 ﾠpaying	 ﾠas	 ﾠmuch	 ﾠas	 ﾠ$15-ﾭ‐20	 ﾠ
extra	 ﾠeach	 ﾠmonth	 ﾠfor	 ﾠan	 ﾠidentical	 ﾠhandset	 ﾠon	 ﾠan	 ﾠotherwise	 ﾠidentical	 ﾠplan.	 ﾠ	 ﾠ	 ﾠ
The	 ﾠextent	 ﾠof	 ﾠthe	 ﾠfall	 ﾠin	 ﾠprices	 ﾠof	 ﾠhandsets	 ﾠcaused	 ﾠan	 ﾠunexpected	 ﾠproblem	 ﾠ
for	 ﾠour	 ﾠattempts	 ﾠto	 ﾠfind	 ﾠout	 ﾠhow	 ﾠfar	 ﾠour	 ﾠsurvey	 ﾠrespondents	 ﾠtypically	 ﾠspent	 ﾠ
beyond	 ﾠtheir	 ﾠ‘cap’	 ﾠamount	 ﾠif	 ﾠthey	 ﾠwere	 ﾠon	 ﾠpost-ﾭ‐paid	 ﾠcontracts.	 ﾠWe	 ﾠhad	 ﾠasked	 ﾠ
them	 ﾠwhat	 ﾠtheir	 ﾠtypically	 ﾠmonthly	 ﾠbill	 ﾠwas	 ﾠfrom	 ﾠtheir	 ﾠmobile	 ﾠphone	 ﾠservice	 ﾠ
provider	 ﾠbut	 ﾠhad	 ﾠtried	 ﾠto	 ﾠkeep	 ﾠmatters	 ﾠsimple	 ﾠby	 ﾠnot	 ﾠasking	 ﾠthem	 ﾠto	 ﾠrecall	 ﾠhow	 ﾠ
much	 ﾠof	 ﾠtheir	 ﾠbill	 ﾠwas	 ﾠthe	 ﾠcost,	 ﾠif	 ﾠany,	 ﾠof	 ﾠtheir	 ﾠhandset.	 ﾠThis	 ﾠwould	 ﾠhave	 ﾠbeen	 ﾠ
easy	 ﾠto	 ﾠapproximate,	 ﾠhad	 ﾠphone	 ﾠcosts	 ﾠbeen	 ﾠstable,	 ﾠfrom	 ﾠcharges	 ﾠfor	 ﾠtypically	 ﾠ
classes	 ﾠof	 ﾠhandsets	 ﾠcombined	 ﾠwith	 ﾠrespondents’	 ﾠanswers	 ﾠto	 ﾠquestions	 ﾠabout	 ﾠhow	 ﾠ
far	 ﾠthey	 ﾠwere	 ﾠinto	 ﾠtheir	 ﾠcontracts	 ﾠand	 ﾠwhat	 ﾠcategory	 ﾠof	 ﾠphone,	 ﾠif	 ﾠany,	 ﾠcame	 ﾠwith	 ﾠ
their	 ﾠservice.	 ﾠHowever,	 ﾠwith	 ﾠthe	 ﾠcollapsing	 ﾠprices	 ﾠof	 ﾠhandsets,	 ﾠwe	 ﾠneeded	 ﾠrules	 ﾠof	 ﾠ
thumb	 ﾠfor	 ﾠtypical	 ﾠprices	 ﾠof	 ﾠour	 ﾠvarious	 ﾠcategories	 ﾠof	 ﾠhandsets	 ﾠat	 ﾠvarious	 ﾠpoints	 ﾠin	 ﾠ
the	 ﾠtwo	 ﾠyears	 ﾠleading	 ﾠup	 ﾠto	 ﾠour	 ﾠsurvey.	 ﾠWithout	 ﾠaccess	 ﾠto	 ﾠsuperseded	 ﾠweb-ﾭ‐pages	 ﾠ
or	 ﾠ’junk	 ﾠmail’	 ﾠcatalogues	 ﾠthat	 ﾠlisted	 ﾠhandset	 ﾠdeals	 ﾠoffered	 ﾠby	 ﾠphone	 ﾠcompanies,	 ﾠit	 ﾠ
becomes	 ﾠnecessary	 ﾠto	 ﾠuse	 ﾠapproximating	 ﾠruses	 ﾠsuch	 ﾠas	 ﾠtrying	 ﾠto	 ﾠfind	 ﾠdated	 ﾠ
online	 ﾠreviews	 ﾠof	 ﾠhandsets	 ﾠthat	 ﾠlisted	 ﾠtheir	 ﾠrecommended	 ﾠretail	 ﾠprices	 ﾠ(RRPs)	 ﾠ
and	 ﾠthen	 ﾠapplying	 ﾠa	 ﾠrule	 ﾠabout	 ﾠthe	 ﾠrelationship	 ﾠbetween	 ﾠtypical	 ﾠRRPs	 ﾠand	 ﾠprices	 ﾠ
actually	 ﾠcharged.	 ﾠThe	 ﾠobvious	 ﾠlesson	 ﾠhere	 ﾠis	 ﾠthat,	 ﾠcompared	 ﾠwith	 ﾠresearch	 ﾠbased	 ﾠ
on	 ﾠtraditional	 ﾠhard-ﾭ‐copy	 ﾠarchived	 ﾠdata,	 ﾠresearch	 ﾠthat	 ﾠuses	 ﾠdata	 ﾠfrom	 ﾠonline	 ﾠ
sources	 ﾠmay	 ﾠbe	 ﾠbiases	 ﾠby	 ﾠcategories	 ﾠof	 ﾠdata	 ﾠdiffering	 ﾠin	 ﾠthe	 ﾠextent	 ﾠto	 ﾠwhich	 ﾠthey	 ﾠ
are	 ﾠephemeral.	 ﾠ
The	 ﾠflux	 ﾠin	 ﾠthe	 ﾠmobile	 ﾠphone	 ﾠservice	 ﾠenvironment	 ﾠposes	 ﾠa	 ﾠfurther	 ﾠ
complication	 ﾠfor	 ﾠwhat	 ﾠwe	 ﾠcan	 ﾠclaim	 ﾠabout	 ﾠthe	 ﾠefficiency	 ﾠof	 ﾠconsumer	 ﾠchoices	 ﾠin	 ﾠ	 ﾠ 29	 ﾠ
this	 ﾠcontext.	 ﾠAs	 ﾠColton	 ﾠ(1993)	 ﾠrealized,	 ﾠworking	 ﾠout	 ﾠwhether	 ﾠto	 ﾠswitch	 ﾠbetween	 ﾠ
telecommunications	 ﾠservice	 ﾠplans	 ﾠrequires	 ﾠnot	 ﾠmerely	 ﾠinformation	 ﾠabout	 ﾠthe	 ﾠ
providers’	 ﾠcurrent	 ﾠset	 ﾠof	 ﾠoffers	 ﾠbut	 ﾠalso	 ﾠconjectures	 ﾠabout	 ﾠthe	 ﾠset	 ﾠof	 ﾠoffers	 ﾠthat	 ﾠ
may	 ﾠbecome	 ﾠavailable	 ﾠover	 ﾠthe	 ﾠcontract	 ﾠduration	 ﾠperiod	 ﾠof	 ﾠplans	 ﾠthat	 ﾠare	 ﾠ
currently	 ﾠbeing	 ﾠoffered.	 ﾠWe	 ﾠdid	 ﾠnot	 ﾠask	 ﾠour	 ﾠrespondents	 ﾠwhat	 ﾠtheir	 ﾠconjectures	 ﾠ
were	 ﾠregarding	 ﾠinnovation	 ﾠand	 ﾠnew	 ﾠentry	 ﾠby	 ﾠmobile	 ﾠphone	 ﾠservice	 ﾠproviders,	 ﾠ
and	 ﾠneither	 ﾠdid	 ﾠwe	 ﾠset	 ﾠout	 ﾠto	 ﾠfind	 ﾠout	 ﾠwhat	 ﾠ20:20	 ﾠhindsight	 ﾠduring	 ﾠ2011	 ﾠand	 ﾠ
2012	 ﾠimplied	 ﾠfor	 ﾠoptimal	 ﾠchoices	 ﾠof	 ﾠplans	 ﾠof	 ﾠup	 ﾠto	 ﾠ24	 ﾠmonths	 ﾠduration	 ﾠaround	 ﾠ
the	 ﾠend	 ﾠof	 ﾠ2010.	 ﾠConsequently,	 ﾠwe	 ﾠmay	 ﾠbe	 ﾠin	 ﾠdanger	 ﾠof	 ﾠoverestimating	 ﾠthe	 ﾠ
inefficiency	 ﾠof	 ﾠconsumers	 ﾠin	 ﾠour	 ﾠsample	 ﾠwho	 ﾠrecognized	 ﾠthat	 ﾠbetter	 ﾠdeals	 ﾠmight	 ﾠ
be	 ﾠon	 ﾠthe	 ﾠway.	 ﾠ	 ﾠOur	 ﾠspreadsheet	 ﾠcan	 ﾠdo	 ﾠcalculations	 ﾠthat	 ﾠwould	 ﾠoverwhelm	 ﾠ
ordinary	 ﾠconsumers	 ﾠbut	 ﾠit	 ﾠtakes	 ﾠno	 ﾠaccount	 ﾠof	 ﾠhow	 ﾠthe	 ﾠmarket	 ﾠmay	 ﾠchange	 ﾠin	 ﾠ
future,	 ﾠsomething	 ﾠthat	 ﾠconsumers	 ﾠmay	 ﾠtry	 ﾠto	 ﾠdeal	 ﾠwith	 ﾠvia	 ﾠquite	 ﾠsimple	 ﾠoption-ﾭ‐
preserving	 ﾠstrategies.	 ﾠ	 ﾠ
Consider	 ﾠthe	 ﾠsituation	 ﾠin	 ﾠwhich	 ﾠthere	 ﾠis	 ﾠa	 ﾠchance	 ﾠthat	 ﾠbetter	 ﾠofferings	 ﾠwill	 ﾠ
become	 ﾠavailable	 ﾠwithin	 ﾠthe	 ﾠcoming	 ﾠyear	 ﾠor	 ﾠtwo	 ﾠand	 ﾠthere	 ﾠare	 ﾠexit	 ﾠcosts	 ﾠfor	 ﾠboth	 ﾠ
a	 ﾠconsumer’s	 ﾠcurrent	 ﾠinefficient	 ﾠplan	 ﾠand	 ﾠfor	 ﾠwhat	 ﾠour	 ﾠspreadsheet	 ﾠcomputes	 ﾠto	 ﾠ
be	 ﾠthis	 ﾠconsumer’s	 ﾠ‘best-ﾭ‐practice’	 ﾠplan	 ﾠof	 ﾠthose	 ﾠcurrently	 ﾠavailable.	 ﾠHere,	 ﾠit	 ﾠno	 ﾠ
longer	 ﾠfollows	 ﾠthat	 ﾠthe	 ﾠcurrent	 ﾠ‘best-ﾭ‐practice’	 ﾠplan	 ﾠsuggested	 ﾠby	 ﾠour	 ﾠspreadsheet	 ﾠ
is	 ﾠthe	 ﾠone	 ﾠthat	 ﾠthis	 ﾠconsumer	 ﾠshould	 ﾠhave	 ﾠfavoured.	 ﾠRather,	 ﾠthe	 ﾠoptimal	 ﾠstrategy	 ﾠ
might	 ﾠbe	 ﾠto	 ﾠstick	 ﾠwith	 ﾠthe	 ﾠcurrent	 ﾠ‘inefficient’	 ﾠplan	 ﾠor,	 ﾠif	 ﾠexit	 ﾠcosts	 ﾠfrom	 ﾠthe	 ﾠ
current	 ﾠplan	 ﾠare	 ﾠlow,	 ﾠswitch	 ﾠto	 ﾠa	 ﾠmore	 ﾠefficient	 ﾠplans	 ﾠthat	 ﾠis	 ﾠnot	 ﾠcurrent	 ﾠ‘best-ﾭ‐
practice’	 ﾠbut	 ﾠhas	 ﾠno	 ﾠexit	 ﾠpenalty	 ﾠ(for	 ﾠexample,	 ﾠa	 ﾠpre-ﾭ‐paid	 ﾠplan).	 ﾠThe	 ﾠpresent	 ﾠcost	 ﾠ
penalty	 ﾠincurred	 ﾠto	 ﾠreduce	 ﾠthe	 ﾠrisk	 ﾠof	 ﾠbeing	 ﾠlocked	 ﾠin	 ﾠby	 ﾠa	 ﾠnew	 ﾠexit	 ﾠfee	 ﾠcan	 ﾠbe	 ﾠsee	 ﾠ
as	 ﾠa	 ﾠkind	 ﾠof	 ﾠoption	 ﾠpayment:	 ﾠby	 ﾠrunning	 ﾠan	 ﾠ‘inefficient’	 ﾠplan	 ﾠfor	 ﾠseveral	 ﾠmonths	 ﾠ	 ﾠ 30	 ﾠ
and	 ﾠthen	 ﾠswitching,	 ﾠthe	 ﾠconsumer	 ﾠmay	 ﾠavoid	 ﾠpaying	 ﾠexit	 ﾠpenalties	 ﾠthat	 ﾠwould	 ﾠ
exceed	 ﾠthe	 ﾠcost	 ﾠsavings	 ﾠon	 ﾠthe	 ﾠ‘best	 ﾠpractice’	 ﾠplan	 ﾠduring	 ﾠthat	 ﾠperiod.	 ﾠ	 ﾠ
This	 ﾠis	 ﾠparticularly	 ﾠlikely	 ﾠto	 ﾠbe	 ﾠan	 ﾠissue	 ﾠwhere	 ﾠservice	 ﾠplans	 ﾠinclude	 ﾠa	 ﾠ
handset	 ﾠand	 ﾠconsumers	 ﾠare	 ﾠthinking	 ﾠof	 ﾠextending	 ﾠtheir	 ﾠuse	 ﾠof	 ﾠmobile	 ﾠ
communications	 ﾠservices	 ﾠin	 ﾠcoming	 ﾠmonths.	 ﾠFor	 ﾠexample,	 ﾠit	 ﾠmay	 ﾠmake	 ﾠno	 ﾠsense	 ﾠ
to	 ﾠchoose	 ﾠthe	 ﾠoptimal	 ﾠiPhone	 ﾠplan	 ﾠtoday	 ﾠif	 ﾠone	 ﾠexpects	 ﾠthat	 ﾠin	 ﾠa	 ﾠfew	 ﾠmonths	 ﾠtime	 ﾠ
much	 ﾠcheaper	 ﾠphones	 ﾠwill	 ﾠbecome	 ﾠavailable	 ﾠthat	 ﾠoffer	 ﾠthe	 ﾠiPhone	 ﾠfeatures	 ﾠthat	 ﾠ
one	 ﾠwants.	 ﾠIn	 ﾠthe	 ﾠmeantime	 ﾠit	 ﾠmay	 ﾠpay	 ﾠto	 ﾠsoldier	 ﾠon	 ﾠwith	 ﾠwhat	 ﾠone	 ﾠpresently	 ﾠhas.	 ﾠ	 ﾠ	 ﾠ
As	 ﾠresearchers,	 ﾠwe	 ﾠmight	 ﾠhave	 ﾠtried	 ﾠto	 ﾠdeal	 ﾠwith	 ﾠthis	 ﾠby	 ﾠasking	 ﾠour	 ﾠsurvey	 ﾠ
respondents	 ﾠhow	 ﾠthey	 ﾠsaw	 ﾠtheir	 ﾠfuture	 ﾠopportunity	 ﾠsets	 ﾠand	 ﾠtheir	 ﾠintended	 ﾠ
future	 ﾠuse	 ﾠof	 ﾠmobile	 ﾠtelecommunications	 ﾠservices.	 ﾠHowever,	 ﾠthe	 ﾠlimited	 ﾠlength	 ﾠof	 ﾠ
the	 ﾠquestionnaire	 ﾠprecluded	 ﾠthis,	 ﾠleaving	 ﾠus	 ﾠstuck	 ﾠwith	 ﾠthe	 ﾠ‘subjective	 ﾠ
opportunity	 ﾠcost’	 ﾠproblem	 ﾠraised	 ﾠby	 ﾠBuchanan	 ﾠ(1969)	 ﾠand	 ﾠcontributors	 ﾠto	 ﾠ
Buchanan	 ﾠand	 ﾠThirlby	 ﾠ(eds)	 ﾠ(1973):	 ﾠwe	 ﾠcannot	 ﾠmake	 ﾠwelfare	 ﾠjudgements	 ﾠif	 ﾠwe	 ﾠ
cannot	 ﾠfully	 ﾠobserve	 ﾠopportunity	 ﾠcosts.	 ﾠIf	 ﾠwe	 ﾠhad	 ﾠbeen	 ﾠable	 ﾠto	 ﾠinclude	 ﾠquestions	 ﾠ
to	 ﾠovercome	 ﾠthis	 ﾠproblem	 ﾠour	 ﾠown	 ﾠtask	 ﾠwould	 ﾠthen	 ﾠhave	 ﾠbeen	 ﾠfar	 ﾠmore	 ﾠ
complicated	 ﾠsince	 ﾠour	 ﾠdata	 ﾠset	 ﾠof	 ﾠpossible	 ﾠchoices	 ﾠwould	 ﾠneed	 ﾠalso	 ﾠto	 ﾠinclude	 ﾠ
options	 ﾠthat	 ﾠbecame	 ﾠavailable	 ﾠin	 ﾠthe	 ﾠnext	 ﾠyear	 ﾠor	 ﾠtwo	 ﾠafter	 ﾠthe	 ﾠsurvey.	 ﾠ	 ﾠ
The	 ﾠissues	 ﾠdiscussed	 ﾠin	 ﾠthis	 ﾠsection	 ﾠare	 ﾠanalogous	 ﾠto	 ﾠthose	 ﾠraised,	 ﾠin	 ﾠthe	 ﾠ
context	 ﾠof	 ﾠfirms,	 ﾠin	 ﾠthe	 ﾠdebate	 ﾠbetween	 ﾠWinter	 ﾠ(1964,	 ﾠ1971)	 ﾠand	 ﾠDay	 ﾠ(1967)	 ﾠ
about	 ﾠthe	 ﾠpossible	 ﾠconvergence	 ﾠof	 ﾠsatisficing	 ﾠbehaviour	 ﾠto	 ﾠoptimal	 ﾠbehaviour	 ﾠ
and	 ﾠwhich	 ﾠkinds	 ﾠof	 ﾠbehaviour	 ﾠwould	 ﾠbe	 ﾠselected	 ﾠby	 ﾠthe	 ﾠcompetitive	 ﾠforces	 ﾠof	 ﾠthe	 ﾠ
market.	 ﾠWinter	 ﾠmaintained	 ﾠthat	 ﾠfirms	 ﾠthat	 ﾠhappen	 ﾠto	 ﾠhave	 ﾠselected	 ﾠsimple	 ﾠ
decision	 ﾠrules	 ﾠthat	 ﾠenabled	 ﾠthem	 ﾠto	 ﾠtake	 ﾠdecisions	 ﾠrapidly	 ﾠmight	 ﾠoutperform	 ﾠ
those	 ﾠthat	 ﾠseek	 ﾠto	 ﾠoptimize.	 ﾠThe	 ﾠlatter	 ﾠwould	 ﾠdiligently	 ﾠgather	 ﾠand	 ﾠprocess	 ﾠ	 ﾠ 31	 ﾠ
information	 ﾠbefore	 ﾠreaching	 ﾠdecisions	 ﾠbut,	 ﾠby	 ﾠthe	 ﾠtime	 ﾠthey	 ﾠhave	 ﾠworked	 ﾠout	 ﾠ
what	 ﾠto	 ﾠdo,	 ﾠthe	 ﾠmarket	 ﾠcould	 ﾠhave	 ﾠchanged	 ﾠyet	 ﾠfurther	 ﾠand	 ﾠtheir	 ﾠnew	 ﾠstrategy	 ﾠ
could	 ﾠbe	 ﾠout	 ﾠof	 ﾠdate.	 ﾠDay	 ﾠmaintained	 ﾠthat,	 ﾠvia	 ﾠiterative	 ﾠadjustments	 ﾠto	 ﾠdecision	 ﾠ
rules,	 ﾠthe	 ﾠsatisficing	 ﾠfirms	 ﾠwould	 ﾠeventually	 ﾠstumble	 ﾠupon	 ﾠoptimal	 ﾠchoices	 ﾠand	 ﾠ
hence	 ﾠthe	 ﾠsurviving	 ﾠfirms	 ﾠwould	 ﾠultimately	 ﾠbe	 ﾠoptimizing	 ﾠeven	 ﾠif	 ﾠall	 ﾠthe	 ﾠfirms	 ﾠ
that	 ﾠhad	 ﾠbeen	 ﾠtrying	 ﾠto	 ﾠcalculate	 ﾠoptimal	 ﾠchoices	 ﾠhad	 ﾠbeen	 ﾠforced	 ﾠout	 ﾠof	 ﾠbusiness.	 ﾠ
However,	 ﾠWinter	 ﾠretorted	 ﾠthat	 ﾠDay’s	 ﾠargument	 ﾠwould	 ﾠnot	 ﾠhold	 ﾠin	 ﾠa	 ﾠ
Schumpeterian	 ﾠenvironment	 ﾠof	 ﾠcontinual	 ﾠchange,	 ﾠso	 ﾠthe	 ﾠsurvivors	 ﾠmight	 ﾠsimply	 ﾠ
be	 ﾠthose	 ﾠwho	 ﾠhappened	 ﾠto	 ﾠbe	 ﾠusing	 ﾠefficient	 ﾠdecision	 ﾠrules.	 ﾠIn	 ﾠessence	 ﾠwe	 ﾠwere	 ﾠ
trying	 ﾠto	 ﾠoperate	 ﾠlike	 ﾠWinter’s	 ﾠoptimizing	 ﾠfirms	 ﾠand	 ﾠran	 ﾠinto	 ﾠthe	 ﾠproblem	 ﾠof	 ﾠ
getting	 ﾠmonths	 ﾠbehind	 ﾠactual	 ﾠconsumers	 ﾠas	 ﾠwe	 ﾠtried	 ﾠto	 ﾠgather	 ﾠall	 ﾠthe	 ﾠrelevant	 ﾠ
information	 ﾠand	 ﾠprocess	 ﾠit,	 ﾠand	 ﾠwe	 ﾠwere	 ﾠcontinually	 ﾠfoiled	 ﾠby	 ﾠnew	 ﾠentry	 ﾠand	 ﾠnew	 ﾠ
competitive	 ﾠploys	 ﾠamong	 ﾠsuppliers.	 ﾠActual	 ﾠconsumers	 ﾠmight	 ﾠpay	 ﾠmore	 ﾠthan	 ﾠ
necessary	 ﾠbecause	 ﾠthey	 ﾠcut	 ﾠshort	 ﾠtheir	 ﾠdecision	 ﾠprocesses,	 ﾠbut	 ﾠat	 ﾠleast	 ﾠthey	 ﾠhave	 ﾠ
the	 ﾠtime	 ﾠto	 ﾠuse	 ﾠtheir	 ﾠphones	 ﾠand	 ﾠ‘get	 ﾠa	 ﾠlife’.	 ﾠMoreover,	 ﾠsome	 ﾠconsumers	 ﾠmay	 ﾠbe	 ﾠ
using	 ﾠvery	 ﾠefficient	 ﾠ‘fast	 ﾠand	 ﾠfrugal	 ﾠrules’.	 ﾠConsumers	 ﾠwho	 ﾠtried,	 ﾠas	 ﾠwe	 ﾠdid,	 ﾠto	 ﾠ
work	 ﾠout	 ﾠoptimal	 ﾠchoices	 ﾠin	 ﾠthis	 ﾠcontext	 ﾠwould	 ﾠfind	 ﾠit	 ﾠvery	 ﾠtime	 ﾠconsuming	 ﾠand	 ﾠ
ultimately	 ﾠimpossible,	 ﾠand	 ﾠthey	 ﾠwould	 ﾠget	 ﾠleft	 ﾠbehind	 ﾠin	 ﾠprocesses	 ﾠof	 ﾠsocial	 ﾠ
competition.	 ﾠ
	 ﾠ
6.	 ﾠ The	 ﾠcalculating	 ﾠengine	 ﾠ
The	 ﾠdata	 ﾠgathering	 ﾠproblems	 ﾠthat	 ﾠwe	 ﾠexperienced	 ﾠand	 ﾠthe	 ﾠcomplexity	 ﾠof	 ﾠthe	 ﾠ
phone	 ﾠcompanies’	 ﾠproducts	 ﾠforced	 ﾠus	 ﾠto	 ﾠmake	 ﾠa	 ﾠnumber	 ﾠof	 ﾠsimplifications	 ﾠwhen	 ﾠ
constructing	 ﾠthe	 ﾠspreadsheet	 ﾠfor	 ﾠranking	 ﾠproducts	 ﾠby	 ﾠtheir	 ﾠcost	 ﾠfor	 ﾠindividuals’	 ﾠ
usage	 ﾠprofiles.	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In	 ﾠsome	 ﾠcases,	 ﾠthe	 ﾠplans	 ﾠwere	 ﾠperfectly	 ﾠclear	 ﾠbut	 ﾠwe	 ﾠhad	 ﾠbeen	 ﾠunable—or	 ﾠ
had	 ﾠnot	 ﾠrealized	 ﾠwe	 ﾠmight	 ﾠneed—to	 ﾠask	 ﾠour	 ﾠsurvey	 ﾠrespondents	 ﾠquestions	 ﾠ
necessary	 ﾠfor	 ﾠrelating	 ﾠtheir	 ﾠusage	 ﾠto	 ﾠthe	 ﾠterms	 ﾠof	 ﾠthe	 ﾠplans.	 ﾠThis	 ﾠwas	 ﾠnot	 ﾠmerely	 ﾠ
in	 ﾠrespect	 ﾠof	 ﾠissues	 ﾠsuch	 ﾠas	 ﾠusage	 ﾠvariance	 ﾠor	 ﾠinternational	 ﾠcalls	 ﾠconsidered	 ﾠin	 ﾠ
section	 ﾠ3	 ﾠof	 ﾠthis	 ﾠpaper,	 ﾠbut	 ﾠalso	 ﾠin	 ﾠrespect	 ﾠof	 ﾠmore	 ﾠfine-ﾭ‐grained	 ﾠdetails	 ﾠof	 ﾠmobile	 ﾠ
phone	 ﾠusage.	 ﾠFor	 ﾠexample,	 ﾠGo	 ﾠTalk	 ﾠcustomers	 ﾠreceive	 ﾠa	 ﾠ10	 ﾠper	 ﾠcent	 ﾠbonus	 ﾠon	 ﾠ
their	 ﾠpre-ﾭ‐paid	 ﾠrecharges	 ﾠif	 ﾠthey	 ﾠrecharge	 ﾠvia	 ﾠthe	 ﾠInternet	 ﾠbut	 ﾠwe	 ﾠhad	 ﾠnot	 ﾠthought	 ﾠ
to	 ﾠask	 ﾠabout	 ﾠrecharging	 ﾠmethod	 ﾠin	 ﾠour	 ﾠsurvey	 ﾠand	 ﾠtherefore	 ﾠwe	 ﾠhad	 ﾠto	 ﾠleave	 ﾠthis	 ﾠ
out.	 ﾠ	 ﾠThe	 ﾠproviders	 ﾠwhose	 ﾠplans	 ﾠwe	 ﾠhad	 ﾠlooked	 ﾠat	 ﾠby	 ﾠthe	 ﾠtime	 ﾠthe	 ﾠquestionnaire	 ﾠ
was	 ﾠfinalized	 ﾠhad	 ﾠnot	 ﾠseemed	 ﾠto	 ﾠdistinguish	 ﾠbetween	 ﾠpeak	 ﾠand	 ﾠoff-ﾭ‐peak	 ﾠcharges	 ﾠ
for	 ﾠcalls,	 ﾠso	 ﾠwe	 ﾠhad	 ﾠnot	 ﾠsought	 ﾠto	 ﾠask	 ﾠrespondents	 ﾠto	 ﾠmake	 ﾠsuch	 ﾠdistinctions	 ﾠin	 ﾠ
specifying	 ﾠtheir	 ﾠtypical	 ﾠpatterns	 ﾠof	 ﾠusage.	 ﾠHowever,	 ﾠwe	 ﾠlater	 ﾠdiscovered	 ﾠthat	 ﾠthe	 ﾠ
peak/off-ﾭ‐peak	 ﾠdistinction	 ﾠwas	 ﾠnot	 ﾠyet	 ﾠcompletely	 ﾠdead	 ﾠas	 ﾠfar	 ﾠmobile	 ﾠphones	 ﾠ
were	 ﾠconcerned:	 ﾠone	 ﾠof	 ﾠthe	 ﾠsmall	 ﾠplayers,	 ﾠ	 ﾠPeople	 ﾠTelecom,	 ﾠoffered	 ﾠfree	 ﾠcalls	 ﾠ
between	 ﾠPeople	 ﾠTelecom	 ﾠphones	 ﾠbetween	 ﾠ7pm	 ﾠand	 ﾠ7am	 ﾠand	 ﾠwe	 ﾠmade	 ﾠthe	 ﾠ
assumption	 ﾠthat	 ﾠhalf	 ﾠof	 ﾠthe	 ﾠon-ﾭ‐net	 ﾠcalls	 ﾠare	 ﾠmade	 ﾠduring	 ﾠthis	 ﾠtime.	 ﾠ	 ﾠ
The	 ﾠfact	 ﾠthat	 ﾠwe	 ﾠhad	 ﾠnot	 ﾠasked	 ﾠour	 ﾠrespondents	 ﾠhow	 ﾠmany	 ﾠdays	 ﾠper	 ﾠ
month	 ﾠthey	 ﾠtypically	 ﾠused	 ﾠtheir	 ﾠphones	 ﾠto	 ﾠmake	 ﾠuse	 ﾠof	 ﾠoutgoing	 ﾠservices	 ﾠor	 ﾠfor	 ﾠ
uploading	 ﾠdata	 ﾠgave	 ﾠrise	 ﾠto	 ﾠa	 ﾠproblem	 ﾠwith	 ﾠthe	 ﾠOptus	 ﾠ‘Dollar	 ﾠDays’	 ﾠoptions,	 ﾠfor	 ﾠ
here	 ﾠa	 ﾠcustomer	 ﾠbuys	 ﾠa	 ﾠblock	 ﾠof	 ﾠcredits	 ﾠwith	 ﾠan	 ﾠoverall	 ﾠexpiry	 ﾠdate	 ﾠbut	 ﾠindividual	 ﾠ
day-ﾭ‐long	 ﾠcredits	 ﾠonly	 ﾠget	 ﾠused	 ﾠup	 ﾠon	 ﾠdays	 ﾠwhere	 ﾠthe	 ﾠcustomer	 ﾠmakes	 ﾠan	 ﾠ
outgoing	 ﾠcall,	 ﾠsends	 ﾠa	 ﾠmessage	 ﾠor	 ﾠuses	 ﾠthe	 ﾠInternet.	 ﾠWith	 ﾠno	 ﾠinformation	 ﾠabout	 ﾠ
the	 ﾠnumber	 ﾠof	 ﾠdays	 ﾠper	 ﾠmonth	 ﾠin	 ﾠwhich	 ﾠour	 ﾠsurvey	 ﾠrespondents	 ﾠused	 ﾠtheir	 ﾠ
phones,	 ﾠwe	 ﾠassumed	 ﾠthat	 ﾠthey	 ﾠused	 ﾠthem	 ﾠon	 ﾠhalf	 ﾠthe	 ﾠdays	 ﾠin	 ﾠthe	 ﾠmonth	 ﾠwhen	 ﾠwe	 ﾠ
calculated	 ﾠwhat	 ﾠtheir	 ﾠusage	 ﾠrates	 ﾠwould	 ﾠcost	 ﾠthem	 ﾠunder	 ﾠthis	 ﾠplan.	 ﾠ	 ﾠ 33	 ﾠ
In	 ﾠcases	 ﾠwhere	 ﾠdata	 ﾠhad	 ﾠproved	 ﾠimpossible	 ﾠto	 ﾠextract	 ﾠfrom	 ﾠthe	 ﾠphone	 ﾠ
companies,	 ﾠwe	 ﾠadopted	 ﾠthe	 ﾠrule	 ﾠthat	 ﾠwe	 ﾠwould	 ﾠact	 ﾠas	 ﾠif	 ﾠthey	 ﾠdid	 ﾠnot	 ﾠprovide	 ﾠthe	 ﾠ
service	 ﾠfor	 ﾠwhich	 ﾠthey	 ﾠwould	 ﾠnot	 ﾠprovide	 ﾠdata.	 ﾠWe	 ﾠthen	 ﾠrecorded	 ﾠ$100,000	 ﾠat	 ﾠ
the	 ﾠpertinent	 ﾠcell	 ﾠin	 ﾠthe	 ﾠspreadsheet	 ﾠso	 ﾠthat	 ﾠif	 ﾠthis	 ﾠwas	 ﾠa	 ﾠservice	 ﾠactually	 ﾠused	 ﾠby	 ﾠ
a	 ﾠconsumer	 ﾠin	 ﾠour	 ﾠsurvey,	 ﾠthen	 ﾠthe	 ﾠplan	 ﾠin	 ﾠquestion	 ﾠwould	 ﾠcome	 ﾠout	 ﾠat	 ﾠthe	 ﾠ
bottom	 ﾠof	 ﾠthe	 ﾠranking	 ﾠthat	 ﾠwas	 ﾠgenerated	 ﾠwhen	 ﾠwe	 ﾠran	 ﾠthat	 ﾠconsumer’s	 ﾠusage	 ﾠ
profile.	 ﾠWe	 ﾠdid	 ﾠthis	 ﾠeven	 ﾠwhere	 ﾠwe	 ﾠknew	 ﾠthe	 ﾠservice	 ﾠwas	 ﾠoffered	 ﾠbut	 ﾠno	 ﾠprice	 ﾠ
data	 ﾠhad	 ﾠbeen	 ﾠextracted,	 ﾠas	 ﾠwith	 ﾠinternational	 ﾠSMS	 ﾠand	 ﾠMMS	 ﾠservices	 ﾠwhere	 ﾠthe	 ﾠ
providers	 ﾠcharged	 ﾠdifferently	 ﾠfor	 ﾠdifferent	 ﾠdestinations	 ﾠand	 ﾠrefused	 ﾠto	 ﾠprovide	 ﾠ
details	 ﾠunless	 ﾠwe	 ﾠspecified	 ﾠto	 ﾠwhich	 ﾠcountries	 ﾠthese	 ﾠmessages	 ﾠwould	 ﾠbe	 ﾠsent.	 ﾠ
Clearly,	 ﾠin	 ﾠthis	 ﾠsort	 ﾠof	 ﾠcase	 ﾠwe	 ﾠcould	 ﾠhave	 ﾠgot	 ﾠa	 ﾠbetter	 ﾠapproximation	 ﾠby	 ﾠ
specifying	 ﾠa	 ﾠrepresentative	 ﾠhandful	 ﾠof	 ﾠcountries	 ﾠand	 ﾠthen	 ﾠaveraging	 ﾠthe	 ﾠcharges.	 ﾠ
	 ﾠThese	 ﾠdata	 ﾠissues	 ﾠaside,	 ﾠthe	 ﾠprogramming	 ﾠof	 ﾠthe	 ﾠspreadsheet	 ﾠgenerally	 ﾠ
could	 ﾠbe	 ﾠseen	 ﾠas	 ﾠan	 ﾠarea	 ﾠin	 ﾠwhich,	 ﾠby	 ﾠapplying	 ﾠtime	 ﾠand	 ﾠexpertise,	 ﾠwe	 ﾠcould	 ﾠdo	 ﾠ
calculations	 ﾠthat	 ﾠwould	 ﾠhave	 ﾠoverloaded	 ﾠordinary	 ﾠconsumers.	 ﾠHowever,	 ﾠthere	 ﾠ
was	 ﾠone	 ﾠrespect	 ﾠin	 ﾠwhich	 ﾠwe	 ﾠstill	 ﾠhad	 ﾠto	 ﾠworry	 ﾠabout	 ﾠour	 ﾠown	 ﾠbounded	 ﾠ
rationality,	 ﾠnamely,	 ﾠthe	 ﾠpossibility	 ﾠthat	 ﾠmistakes	 ﾠhad	 ﾠbeen	 ﾠmade	 ﾠduring	 ﾠthe	 ﾠ
programming	 ﾠof	 ﾠthe	 ﾠspreadsheet.	 ﾠThis	 ﾠwas	 ﾠmore	 ﾠlikely	 ﾠwith	 ﾠthe	 ﾠpre-ﾭ‐paid	 ﾠservice	 ﾠ
plans	 ﾠsince	 ﾠthey	 ﾠhad	 ﾠfar	 ﾠmore	 ﾠvariation	 ﾠin	 ﾠformat	 ﾠand	 ﾠvia	 ﾠthe	 ﾠ‘add-ﾭ‐ons’	 ﾠthey	 ﾠ
offered.	 ﾠPost-ﾭ‐paid	 ﾠplans	 ﾠfor	 ﾠa	 ﾠgiven	 ﾠcompany	 ﾠtended	 ﾠto	 ﾠhave	 ﾠcommon	 ﾠformats,	 ﾠ
differing	 ﾠin	 ﾠthe	 ﾠmonthly	 ﾠ‘cap’	 ﾠminimum	 ﾠoutlay	 ﾠand	 ﾠ‘included	 ﾠvalue’,	 ﾠwhich	 ﾠmeant	 ﾠ
that	 ﾠpro	 ﾠforma	 ﾠprogramming	 ﾠcodes	 ﾠcould	 ﾠbe	 ﾠused	 ﾠmore	 ﾠoften.	 ﾠ	 ﾠ
When	 ﾠwe	 ﾠfirst	 ﾠtried	 ﾠthe	 ﾠpre-ﾭ‐paid	 ﾠmodule	 ﾠof	 ﾠthe	 ﾠspreadsheet,	 ﾠby	 ﾠinputting	 ﾠ
a	 ﾠtypical	 ﾠlow-ﾭ‐use	 ﾠprofile,	 ﾠthe	 ﾠresults	 ﾠlooked	 ﾠplausible	 ﾠuntil	 ﾠwe	 ﾠscrolled	 ﾠto	 ﾠthe	 ﾠ
lowest	 ﾠranked	 ﾠplans	 ﾠand	 ﾠsaw,	 ﾠat	 ﾠthe	 ﾠvery	 ﾠbottom,	 ﾠannual	 ﾠoutlays	 ﾠof	 ﾠover	 ﾠ	 ﾠ 34	 ﾠ
$200,000	 ﾠdespite	 ﾠthe	 ﾠplans	 ﾠnot	 ﾠincluding	 ﾠany	 ﾠ‘$100,000’	 ﾠcells	 ﾠof	 ﾠthe	 ﾠkind	 ﾠ
explained	 ﾠpreviously.	 ﾠClearly,	 ﾠthese	 ﾠplans	 ﾠtwas	 ﾠwrongly	 ﾠprogrammed!	 ﾠFurther	 ﾠ
testing	 ﾠof	 ﾠthe	 ﾠspreadsheet	 ﾠproduced	 ﾠsome	 ﾠless	 ﾠdramatic	 ﾠresults	 ﾠthat	 ﾠdid	 ﾠnot	 ﾠlook	 ﾠ
quite	 ﾠright	 ﾠand	 ﾠturned	 ﾠout	 ﾠindeed	 ﾠto	 ﾠinvolve	 ﾠminor	 ﾠprogramming	 ﾠerrors.	 ﾠ
However,	 ﾠbeyond	 ﾠthese	 ﾠcases	 ﾠit	 ﾠbecame	 ﾠincreasingly	 ﾠapparent	 ﾠthat	 ﾠwe	 ﾠmight	 ﾠfail	 ﾠ
to	 ﾠdiscover	 ﾠother	 ﾠerrors	 ﾠwithout	 ﾠclosely	 ﾠrevisiting	 ﾠall	 ﾠthe	 ﾠprogramming	 ﾠcode	 ﾠas	 ﾠ
well	 ﾠas	 ﾠchecking	 ﾠfor	 ﾠdata	 ﾠentry	 ﾠerrors,	 ﾠfor	 ﾠthere	 ﾠcould	 ﾠbe	 ﾠmistakes	 ﾠthat	 ﾠresulted	 ﾠ
in	 ﾠplausible	 ﾠlooking	 ﾠpredicted	 ﾠoutlays	 ﾠfor	 ﾠsome	 ﾠplans	 ﾠthat	 ﾠwere	 ﾠactually	 ﾠ
incorrect,	 ﾠleading	 ﾠto	 ﾠerroneous	 ﾠrankings.	 ﾠAt	 ﾠsome	 ﾠpoint,	 ﾠhowever,	 ﾠwe	 ﾠhad	 ﾠto	 ﾠ
satisfice,	 ﾠcalling	 ﾠa	 ﾠhalt	 ﾠto	 ﾠthe	 ﾠtesting	 ﾠprocess	 ﾠand	 ﾠtreating	 ﾠthe	 ﾠspreadsheet	 ﾠas	 ﾠif	 ﾠit	 ﾠ
were	 ﾠnow	 ﾠa	 ﾠsufficiently	 ﾠreliable	 ﾠblack	 ﾠbox.	 ﾠ
	 ﾠ
7.	 ﾠ Conclusion	 ﾠ
The	 ﾠresearch	 ﾠreported	 ﾠin	 ﾠthis	 ﾠpaper	 ﾠprovides	 ﾠsome	 ﾠsobering	 ﾠlessons	 ﾠabout	 ﾠthe	 ﾠ
difficulties	 ﾠof	 ﾠtaking	 ﾠa	 ﾠbehavioural	 ﾠapproach	 ﾠto	 ﾠconsumer	 ﾠwelfare	 ﾠin	 ﾠdecision-ﾭ‐
making	 ﾠcontexts	 ﾠthat	 ﾠare	 ﾠcomplex	 ﾠand	 ﾠfast-ﾭ‐moving.	 ﾠIf	 ﾠthe	 ﾠopportunity	 ﾠcosts	 ﾠof	 ﾠ
search	 ﾠand	 ﾠdeliberation	 ﾠare	 ﾠas	 ﾠconsiderable	 ﾠas	 ﾠthey	 ﾠare	 ﾠin	 ﾠthe	 ﾠcase	 ﾠof	 ﾠmobile	 ﾠ
phone	 ﾠservice	 ﾠplans,	 ﾠthen	 ﾠit	 ﾠmay	 ﾠmake	 ﾠlittle	 ﾠmore	 ﾠsense	 ﾠfor	 ﾠresearchers	 ﾠto	 ﾠthrow	 ﾠ
a	 ﾠlot	 ﾠof	 ﾠresources	 ﾠat	 ﾠthe	 ﾠtask	 ﾠof	 ﾠuncovering	 ﾠoptimal	 ﾠchoices	 ﾠthan	 ﾠit	 ﾠdoes	 ﾠfor	 ﾠ
consumers	 ﾠto	 ﾠdo	 ﾠso.	 ﾠ	 ﾠBoth	 ﾠgroups	 ﾠmust	 ﾠsatisfice—the	 ﾠformer	 ﾠto	 ﾠreach	 ﾠany	 ﾠ
research	 ﾠfindings,	 ﾠthe	 ﾠlatter	 ﾠto	 ﾠget	 ﾠon	 ﾠwith	 ﾠhaving	 ﾠthe	 ﾠlives	 ﾠthat	 ﾠtheir	 ﾠmobile	 ﾠ
phones	 ﾠare	 ﾠintended	 ﾠto	 ﾠenhance.	 ﾠ
It	 ﾠis	 ﾠin	 ﾠprecisely	 ﾠthese	 ﾠcontexts	 ﾠthat	 ﾠwe	 ﾠmay	 ﾠexpect	 ﾠto	 ﾠsee	 ﾠfirms	 ﾠtrying	 ﾠto	 ﾠ
earn	 ﾠprofits	 ﾠby	 ﾠcreating	 ﾠmarket	 ﾠinstitutions,	 ﾠsuch	 ﾠas	 ﾠwebsites,	 ﾠthat	 ﾠsimplify	 ﾠthe	 ﾠ
decision	 ﾠprocess	 ﾠfor	 ﾠconsumers.	 ﾠSuch	 ﾠfirms	 ﾠmay	 ﾠbe	 ﾠable	 ﾠto	 ﾠpour	 ﾠfar	 ﾠmore	 ﾠ	 ﾠ 35	 ﾠ
resources	 ﾠinto	 ﾠproviding	 ﾠthese	 ﾠaids	 ﾠto	 ﾠchoice	 ﾠthan	 ﾠare	 ﾠavailable	 ﾠeven	 ﾠto	 ﾠresearch	 ﾠ
teams	 ﾠthat	 ﾠsucceed	 ﾠin	 ﾠwinning	 ﾠlarge	 ﾠgrants	 ﾠ(for	 ﾠexample,	 ﾠsee	 ﾠat	 ﾠ
http://www.billmonitor.com/the-ﾭ‐team.html	 ﾠthe	 ﾠscale	 ﾠof	 ﾠthe	 ﾠteam	 ﾠat	 ﾠ
billmonitor.com,	 ﾠthe	 ﾠfirst	 ﾠUK	 ﾠmobile	 ﾠphone	 ﾠservice	 ﾠchoice	 ﾠwebsite	 ﾠto	 ﾠwin	 ﾠofficial	 ﾠ
approval	 ﾠfrom	 ﾠthe	 ﾠindustry	 ﾠregulator,	 ﾠOfcom,	 ﾠand	 ﾠwhich	 ﾠwas	 ﾠ‘invented	 ﾠby	 ﾠ
mathematicians	 ﾠin	 ﾠOxford’).	 ﾠ	 ﾠGiven	 ﾠthis,	 ﾠan	 ﾠimportant	 ﾠquestion	 ﾠfor	 ﾠthe	 ﾠallocation	 ﾠ
of	 ﾠresources	 ﾠto	 ﾠanalyse	 ﾠdecision	 ﾠmaking	 ﾠin	 ﾠsuch	 ﾠcontexts	 ﾠis	 ﾠwhether	 ﾠthere	 ﾠis	 ﾠ
likely	 ﾠto	 ﾠbe	 ﾠa	 ﾠsocial	 ﾠreturn	 ﾠfor	 ﾠacademic	 ﾠresearch	 ﾠthat	 ﾠseeks	 ﾠto	 ﾠdo	 ﾠbetter	 ﾠthan	 ﾠ
such	 ﾠinstitutions	 ﾠat	 ﾠworking	 ﾠout	 ﾠwhat	 ﾠit	 ﾠwould	 ﾠhave	 ﾠbeen	 ﾠoptimal	 ﾠfor	 ﾠparticular	 ﾠ
consumers	 ﾠto	 ﾠchoose.	 ﾠ
In	 ﾠthe	 ﾠproject	 ﾠreported	 ﾠin	 ﾠthis	 ﾠpaper,	 ﾠthe	 ﾠcentral	 ﾠproblem	 ﾠwas	 ﾠthat	 ﾠof	 ﾠ
gathering	 ﾠdata	 ﾠand	 ﾠinterpreting	 ﾠit,	 ﾠrather	 ﾠthan	 ﾠprogramming	 ﾠits	 ﾠuse.	 ﾠIt	 ﾠtook	 ﾠ
months	 ﾠto	 ﾠgather	 ﾠdata	 ﾠabout	 ﾠwhat	 ﾠseemed	 ﾠto	 ﾠbe	 ﾠmore	 ﾠperipheral	 ﾠaspects	 ﾠof	 ﾠ
mobile	 ﾠphone	 ﾠservice	 ﾠplans	 ﾠin	 ﾠorder	 ﾠto	 ﾠproduce	 ﾠa	 ﾠmore	 ﾠthorough	 ﾠcalculating	 ﾠ
engine	 ﾠthan	 ﾠthe	 ﾠone	 ﾠavailable	 ﾠat	 ﾠthe	 ﾠPhonechoice.com.au	 ﾠwebsite.	 ﾠWhile	 ﾠwe	 ﾠ
needed	 ﾠto	 ﾠhave	 ﾠsuch	 ﾠa	 ﾠtool	 ﾠfor	 ﾠcertain	 ﾠaspects	 ﾠof	 ﾠour	 ﾠproject,	 ﾠit	 ﾠis	 ﾠdebatable	 ﾠ
whether	 ﾠwe	 ﾠwere	 ﾠwise	 ﾠto	 ﾠinvest	 ﾠconsiderable	 ﾠresources	 ﾠin	 ﾠbuilding	 ﾠa	 ﾠmore	 ﾠ
comprehensive	 ﾠdatabase,	 ﾠrather	 ﾠthan	 ﾠsimply	 ﾠcloning	 ﾠwhat	 ﾠPhonechoice	 ﾠhad	 ﾠ
compiled.	 ﾠWe	 ﾠmight	 ﾠeven	 ﾠhave	 ﾠbeen	 ﾠable	 ﾠto	 ﾠavoid	 ﾠ	 ﾠmuch	 ﾠof	 ﾠthe	 ﾠprogramming	 ﾠ
costs	 ﾠby	 ﾠforming	 ﾠa	 ﾠresearch	 ﾠpartnership	 ﾠwith	 ﾠPhonechoice	 ﾠand	 ﾠapplying	 ﾠfor	 ﾠan	 ﾠ
Australian	 ﾠResearch	 ﾠCouncil	 ﾠLinkage	 ﾠGrant,	 ﾠinstead	 ﾠof	 ﾠour	 ﾠstandalone	 ﾠDiscovery	 ﾠ
Grant,	 ﾠto	 ﾠenable	 ﾠus	 ﾠto	 ﾠemploy	 ﾠits	 ﾠcalculating	 ﾠengine	 ﾠto	 ﾠstudy	 ﾠthe	 ﾠefficiency	 ﾠof	 ﾠ
choices	 ﾠby	 ﾠour	 ﾠlarge	 ﾠsample	 ﾠof	 ﾠsubject	 ﾠand	 ﾠtest	 ﾠthe	 ﾠefficiency	 ﾠof	 ﾠa	 ﾠvariety	 ﾠof	 ﾠ
simple	 ﾠsearch	 ﾠrules	 ﾠas	 ﾠproxies	 ﾠfor	 ﾠits	 ﾠmore	 ﾠcomplex	 ﾠprogramming.	 ﾠAs	 ﾠit	 ﾠwas,	 ﾠwe	 ﾠ
were	 ﾠnot	 ﾠeven	 ﾠable	 ﾠto	 ﾠget	 ﾠa	 ﾠfirm	 ﾠidea	 ﾠof	 ﾠthe	 ﾠmarginal	 ﾠbenefits	 ﾠwe	 ﾠhad	 ﾠachieved	 ﾠ	 ﾠ 36	 ﾠ
with	 ﾠour	 ﾠmore	 ﾠelaborate	 ﾠspreadsheet	 ﾠand	 ﾠcalculating	 ﾠengine.	 ﾠOurs	 ﾠwas	 ﾠfrozen	 ﾠin	 ﾠ
time	 ﾠaround	 ﾠthe	 ﾠend	 ﾠof	 ﾠ2010	 ﾠbut	 ﾠthere	 ﾠis	 ﾠno	 ﾠ‘legacy’	 ﾠversion	 ﾠof	 ﾠPhonechoice’s	 ﾠ
website	 ﾠas	 ﾠit	 ﾠstood	 ﾠat	 ﾠthat	 ﾠpoint.	 ﾠFor	 ﾠa	 ﾠvariety	 ﾠof	 ﾠreasons,	 ﾠit	 ﾠwas	 ﾠwell	 ﾠinto	 ﾠ2011	 ﾠ
before	 ﾠwe	 ﾠwere	 ﾠin	 ﾠa	 ﾠposition	 ﾠto	 ﾠinput	 ﾠthe	 ﾠusage	 ﾠprofiles	 ﾠof	 ﾠour	 ﾠsurvey	 ﾠ
respondents	 ﾠand	 ﾠrecord	 ﾠwhat	 ﾠPhonechoice’s	 ﾠtop-ﾭ‐ranking	 ﾠrecommendations	 ﾠwere	 ﾠ
in	 ﾠeach	 ﾠcase.	 ﾠBy	 ﾠthen,	 ﾠ	 ﾠPhonechoice	 ﾠcould	 ﾠhave	 ﾠtaken	 ﾠaccount	 ﾠof	 ﾠmany	 ﾠchanges	 ﾠin	 ﾠ
the	 ﾠset	 ﾠof	 ﾠavailable	 ﾠplans.	 ﾠ	 ﾠ	 ﾠ
Issues	 ﾠregarding	 ﾠproduct	 ﾠdata	 ﾠare	 ﾠnot	 ﾠthe	 ﾠonly	 ﾠreasons	 ﾠfor	 ﾠlimiting	 ﾠthe	 ﾠ
investment	 ﾠof	 ﾠresources	 ﾠin	 ﾠtrying	 ﾠto	 ﾠget	 ﾠas	 ﾠclose	 ﾠas	 ﾠpossible	 ﾠto	 ﾠbeing	 ﾠable	 ﾠto	 ﾠwork	 ﾠ
out	 ﾠthe	 ﾠextent	 ﾠof	 ﾠconsumers’	 ﾠdecision-ﾭ‐making	 ﾠinefficiency.	 ﾠThere	 ﾠwas	 ﾠalso	 ﾠthe	 ﾠ
basic	 ﾠproblem	 ﾠof	 ﾠfinite	 ﾠmemory	 ﾠand	 ﾠattentive	 ﾠcapacity	 ﾠlimiting	 ﾠhow	 ﾠmuch	 ﾠcould	 ﾠ
be	 ﾠlearnt	 ﾠabout	 ﾠconsumers’	 ﾠpreferences,	 ﾠbehaviour	 ﾠpatterns	 ﾠand	 ﾠchoices	 ﾠvia	 ﾠ
detailed	 ﾠsurveys.	 ﾠThe	 ﾠlatter	 ﾠcould	 ﾠonly	 ﾠbe	 ﾠcircumvented	 ﾠby	 ﾠthe	 ﾠkind	 ﾠof	 ﾠup-ﾭ‐close	 ﾠ
anthropological	 ﾠmethod	 ﾠadvocated	 ﾠby	 ﾠLavoie	 ﾠ(1990),	 ﾠwhich	 ﾠwould	 ﾠpreclude	 ﾠ
getting	 ﾠdata	 ﾠfrom	 ﾠa	 ﾠstatistically-ﾭ‐useful	 ﾠsample.	 ﾠHowever,	 ﾠwhile	 ﾠresearchers	 ﾠmust	 ﾠ
therefore	 ﾠsatisfice	 ﾠin	 ﾠthe	 ﾠface	 ﾠof	 ﾠBuchanan’s	 ﾠ‘subjective	 ﾠopportunity	 ﾠcost	 ﾠ
problem’,	 ﾠprecise	 ﾠknowledge	 ﾠof	 ﾠoptimal	 ﾠchoices	 ﾠis	 ﾠnot	 ﾠessential	 ﾠfor	 ﾠ
understanding	 ﾠthe	 ﾠsources	 ﾠof	 ﾠinefficiency	 ﾠor	 ﾠdevising	 ﾠmethods	 ﾠby	 ﾠwhich	 ﾠbetter	 ﾠ
choices	 ﾠmight	 ﾠbe	 ﾠmade.	 ﾠ
	 ﾠ
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